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THE IDEAL AND THE PRACTICAL. 





The ideal and the practical are identical, for there is 
no true ideal which is not practical. It is idle to talk 
of theory and practice as tho they were different 
things, antagonistic to each other. As a matter of fact 
there is no sound theory which is not good practice. 
There is no good practice which is not essentially sound 


theory. If a thing is impracticable and cannot be at- 


tained, then it is unsound theory. If we will constantly 
test our theories by reasoning from the standpoint of 
their practicability, we can unerringly detect whether 
they are sound or unsound. 
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PROGRESS OF RATE ADVANCES IN FIRE INSURANCE. 


Better Understanding of Company Needs Causes Decrease of Public Opposition. 


The attitude of the public towards 
the rate advances promulgated by the 
companies seems to be subsiding. ‘This 
modification of opinion is due to a better 
understanding of the needs of the com- 
panies, or has come about as the result 
of conferences between representatives 
of business men’s associations and com- 
mittees of the insurance companies. 

We speak more particularly of our 
observation of insurance ineNewe England. 
When the advances for Boston were an- 
nounced the mayor of the city caused to be 
published a strenuous objection, and made 
a public call upon the business men of the 
city to resist it. The matter was taken up 
by the commercial bodies of the city and a 
committee appointed to confer with the 
companies to see what could be done to 
stem the advance. 

Several conferences took place between 
this committee and the Boston Board 
of Fire Underwriters. The result was 
that the committee which was appointed 
for the purpose of opposing the advance, 
reported that the increases were justi- 
fied by the conditions of the business. 
The most recent conference of this de- 
scription is that between a special com- 
mittee of the New England Insurance 
Exchange and one appointed by the 
State Business Men’s Association of Con- 
necticut. Here the result was the same. 
The early hostility was turned into a har- 
monious discussion and a radical modi- 
fication of the business men’s position. 

These events demonstrate that there 
is nothing like the “get together” idea, 
and the Journal of Insurance Economics 
is of the opinion that a very large pro- 
portion of the hostility to the rate advances 
would have been discounted in advance 
had the companies “got together”’ with 


their agents at the time these rates in- 
crease were being discussed. 

In a great movement of this descrip- 
tion, no matter how urgent the necessity, 
it is impossible under modern conditions 
for the party of the first part to decide 
arbitrarily what is necessary and put 
it into effect with the expectation that 
everything will go smoothly when the 
party of the second part, has not been 
advised with. It may be urged that 
had agency interests been considered and 
advised with in an emergency like that 
which confronted the companies after 
the San Francisco fire, the advances could 
not have been effected, that the agents 
would have opposed them and done all in 
their power to prevent their application. 

We do not believe this so. The agents 
might have gone into the conference 
with the companies in a spirit of hostility, 
but they certainly would not have so 
emerged from it. The agents would 
have had a better understanding of the 
situation from the standpoint of the com- 
panies, while the companies, on the other 
hand would have had a better under- 
standing of the difficulties and the trials 
which confront local agents. The rate 
advances would have been‘ put into effect 
with the same results as regards increased 
premium income, but in all probability 
the methods of application would have been 
modified. 

We venture to say that the whole sit- 
uation today, as respects rates would 
be materially different and certainly better, 
if before anything was definitely decided 
there had been a conference between 
the companies and a representative com- 
mittee of local agents who after their con- 
ference could have formulated a statement 
to their fellow agents throughout the 
country which would have tended to 
bring to the companies the co-operation 
of local agents all along the line instead 
of their hostility in many localities, as is 
now the case. 
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MEANS AND METHODS OF COMPENSATING FIRE AGENTS. 





CLARENCE S. PELLETT BEFORE THE NATIONAL ASSOCIATION OF LOCAL FIRE INSURANCE AGENTS. 


This question of compensation is the 
one really interesting problem in our 
business. Everything else is a matter 
of detail. There is no sweeter music 
than the dinner bell, and no topic so im- 
portant as this one of compensation. 
Compensation is the one item that really 
counts on the first of the month, when 
the bills come in. This commission 
question is the bread and butter question, 
or the cake and pie question, or the au- 
tomobile and Atlantic City question— 
it justs depends on your horse power, and 
the “graded commissions.” 

You remember what the boy said in 
his composition on Dogs. “There are 
many kinds of dogs. One general 
division is yellow dogs and other dogs.” 
Well that is also true of commissions. 
In this paper, however, I am to deal 
only with the legitimate variety. The 
commission that comes in the back door, 
or calls itself rent for a sign on the front 
door, or clothes itself in the form of wear- 
ing apparel for the stenographer or dis- 
guises itself as a present for the office 
canary; all that is “out of the running” 
so far as this discussion is concerned. 

We are interested nowin the simon-pure 
variety. The commission that belongs 
to the agent just as rightfully as the bal- 
ance of the premium belongs to the com- 
pany. The commission that an agent 
earns and keeps, the earning of which 
denotes a useful citizen, and the keeping 
of which marks an honest insurance agent. 

Let me state emphatically early in this 
paper, that nothing I say has any ref- 
erence to that division of companies 
known as “Union” and “Non-Union.” 
Many of us represent both kinds, and if 
my life depended on it, I-could not make 
a list of either class. I believe in organ- 
ization and co-operation in the insurance 
business. In fact as the business is being 
done, it appears to me that some more 
or less united effort is necessary to keep 
us from a chaotic condition. And I be- 
lieve that worthy organizations deserve 
support. 

Nevertheless I have lived long enough 
to observe that no organization includes 
all the good companies, and that the bad 
companies are never all on the outside. 
You know this division of companies or 


people into classes is usually influenced 
by our own interests, and is always de- 
termined by our own point of view. I 
well remember hearing of a man who was an 
automobile enthusiast. He had the world 
divided, from his point of view, into two 
classes; the people who could get out of the 
way, and the people whocouldn’t. Forshort 
he called them the “quick and the dead.” 





What Is a Fair Commission? 


Many years ago it was declared that 
“the laborer is worthy of his hire.” Since 
that declaration, moreover, we have gained 
in appreciation of the importance and 
the dignity of the “producer.” And 
it would be quite in keeping with the 
trend of modern ideas on the subject to 
declare that—the good laborer is worthy 
of a good hire. What then constitutes 
“good hire” for the local insurance 
agent ? 

In the first place good compensation 
means something over and above ex- 
penses. Some companies have such an 
exalted opinion of themselves that they 
think an agent ought to consider it a privi- 
lege to work for them. There are com- 
panies which it is a privilege to repre- 
sent, but these do not expect an agent 
to represent them for glory and make his 
living out of his brokerage business. 

A fire insurance agent is the company 
representative and he is entitled to fair 
compensation for the service he renders, 
and the responsibility he incurs, in that 
capacity; otherwise the business ought 
to be done on the mail order plan with 
a rocking chair or box of soap as a pre- 
mium with every policy. 

A commission which merely reim- 
burses the agent for the cost of gathering 
the business and maintaining an office 
is neither adequate nor fair. Ability, 
experience and integrity in an agent 
are worth dollars in our business, or the 
companies should sell their policies with 
a slot machine. 

On the other hand good compensation 
does not mean big commissions. Too 
much commission is quite as bad in the 
end as too little. My observation leads 
me to believe that agents receiving “big 
commissions” usually show “small profits.” 
“Easy come, easy go,” seems to apply to 
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insurance agents’ money as well as to other 
people’s. 

An agent ought not to jump to the 
conclusion that the company paying the 
biggest commission, necessarily has the 
most money. It is barely possible that 
the company pays big commissions be- 
‘ause it needs the premiums. How- 
ever, in “dry weather all signs fail,” and 
no rule is capable of very general appli- 
‘ation. We would like to believe that 
only a few needy companies would de- 
liberately go out and buy business, but 
we know better. There are great big 
strong companies that knowingly pay 
high commissions and furnish the agent 
ammunition to go gunning for some other 
fellow’s business. And worsetorelate they 
find agents meanenough to do their work. 

One aggravating feature of this business 
is the way some companies, which main- 
tain these piratical agencies, themselves 
pose in the “better than thou,” class. 
Such cases remind one of the man who 
was complaining to a friend about the 
difficulty he expected to experience in 
heaven in getting his robes on over his 
wings. His friend was one of the honest kind 
and said: “Don’t let that worry you Jim, 
the thing you want to be thinking aboutis 
how to get your cap on over your horns.” 





Need of Uniform Basis. 

Somewhere between the close commis- 
sion that barely covers an agent’s neces- 
sary office expenses, and the big com- 
mission that tempts him to become an 
insurance pirate is a reasonable compen- 
sation that will let him live but not permit 
him to “buy business.” Does anyone 
here believe that it would be difficult 
for fair-minded insurance men (whose 
own interests were not involved), to agree 
on such a reasonable rate of compensa- 
tion? We never appear to experience 
much difficulty in this business in de- 
ciding what is the right thing for some 
other fellow to do. 

But I would like to go one step further 
in a definition of “good compensation” 
and say that no compensation is “good 
to me,”’ if my competitor gets more. A 
long-headed manufacturer once said to 
me: “I do not care what you charge me 
for insurance if you charge my com- 
petitors on the same basis.”” To my 
notion that is the “meat of the matter,” 
and I would almost feel like saying, “I 
care not what commission you pay me 
if you pay my competitors no more.” 


We have pretty nearly everything in this 
business reduced to a dead level except 
the commission and brokerage. The re- 
sult is instead of the good level traveling 
which is sought, it is usually a case of 
“bumping the bumps.” 

Our rates are now fixed by schedules 
of approximate exactness, at least, and 
based on a uniform amount of insurance 
to value; our policies conform to 
standards prescribed by law, and our 
forms are mandatory by underwriting 
organizations. But the compensation to 
be paid for business—the keystone to 
this whole scheme of putting everything and 
everybody on an equal basis—is practi- 
cally wide open, or wider open, owing 
to circumstances over which nobody 
seems to have any control. There are 
companies in this business, and agents 
as well, the depth of whose pocket im- 
poses the only check upon their tendency 
to buy business. 





How the Differential Works. 

Suppose a case. The rate is schedule, 
and the forms are mandatory, and here 
are two local agents in some totvn com- 
peting for a line of desirable business. 
One agent receives 20 per cent. from 
his companies for that class of business, 
while his competitor, who represents 
good companies, gets 25 per cent. Can 
you guess how such competition will 
probably work out? Have you ever been 
in such a situation? Put a middleman 
between the assured and the agents. 
Now all guesses are off for there is no guess- 
ing about it. We know how it will work 
out, for it is a commonplace experience. 

Under present conditions with diverse 
commissions the agency business is a 
handicap race. The agent receiving small 
commission is scratch man. His com- 
petitors have an advantage. And it is 
up to the scratch man to train better, 
run faster and make a stronger race gen- 
erally, if he gets a place. 

Furthermore no compensation is suf- 
ficient unless it includes protection for 
the agent in the territory in which he 
operates. No rate of commission is com- 
pensation for dishonest competition created 
by one’s own companies. And what com- 
mission would be compensation for a brood 
of “half-breed”’ agents appointed by your 
companies to prey upon your business ? 

Don’t you believe an insurance com- 
pany would do such things? Ask your 
special agents. Don’t ask them about 
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their own companies because in speaking 
of his own company a special agent is 
often “so modest as to be afraid of the 
naked truth.”” Ask him about the other 
fellow’s company. 





A differential rate of commission has 
been urged as a possible solution of the 
difficulty. What is a_ differential rate 
of commission? An agreed handicap, 
that is all. Agreed upon by whom? 
By the companies. Would that help the 
agents? Not a bit. The low commis- 
sion agent would be at a disadvantage 
just the same. Does anybody believe 
that the companies could ever agree upon 
the differentials? No one thinks so but 
the companies that seek to get some ad- 
vantage. Where did this idea of differen- 
tial rate come from? from the railroad 
business. How did the differential rate 
work among the railroads? Worked one 


fight after another. Is there any looser 


business than the railroad business? It 
would be hard to find one. Why then 
should we copy a poor method from a 
business now worse off than our own. 
The only differential in this business 
which could be justified would be a dif- 
ferential in rate of insurance charged 
by different companies for their policies. 
Can the wildest flight of your imagina- 
tion conceive of such a thing? ‘The word 
differential is a nice word, but it means 
about as much in our business as the word 
dogma did to the school boy. A school 
boy was told to write a sentence containing 
the word dogma, and he wrote the follow- 
ing: “Ourold dog-ma has seven pups.” 


Salaried Representatives an Obstacle. 


When anyone undertakes to advocate 
uniform compensation someone is bound 
to raise a question as to salaried agents, 
or local managers, as they are commonly 
known. What is to be done with them ? 
My first impulse would be to answer, 
“Let them alone.”’ If a company wishes 
to enjoy the luxury of an exclusive rep- 
resentation, why should it not have that 
privilege? The local agency system of 
this country will never be replaced by 
salaried local managers. The expense of 
a salaried agent and an exclusive plant 
will restrict its adoption to liberal writing 
companies in important centers of large pop- 
ulation. And the jealousies of companies can 
be depended upon to preclude their uniting 
on a common salaried representative. 

Moreover, I am willing to go on record 


and say that the local salaried managers, 
speaking broadly, as I have known them, 
are above average in ability, fair dealing, 
and regard for the general welfare. And 
yet when you come to consider the question, 
and work it out, you will quickly realize 
that the salaried agent is an insurmount- 
able obstacle to the plan of uniform com- 
pensation. 

Briefly, the obstacle is insurmountable 
because it destroys all uniformity. Salaried 
agents with salaried “drummers,’’ under 
various titles, would offer a wide open 
door for an aggressive “business buyer.” 
You have heard of a politician who had 
hard work distinguishing between a temp- 
tation and an opportunity. ‘There are in- 
surance men similarly afflicted. 

Moreover, the inherent injustice of the 
plan to companies ready to agree to a 
uniform scale would wreck any _possi- 
bility of reaching an understanding or 
of getting an agreement that would be 
strong enough to stand in actual practice. 
The salaried manager must go if uniform 
compensation is ever to come. 





Contingent Commissions. 


If I could have my own way about it, 
I would include a “contingent commis- 
sion” as a part of my definition of good 
compensation. A “contingent commis- 
sion” has great advantages, so far as the 
agent is concerned. You can’t spend 
it until you get it, and you can’t count on 
it because you may not get it. From 
the standpoint of the company also, the 
“contingent commission” seems to pos- 
ses advantages. The expense is depend- 
ent on the profit. And if an agent ac- 
cepts the contingent plan he evidently 
intends to do his level best for his com- 
pany. There are two things noticeable 
about “contingent commissions. ”’ 

Ist—People that try the plan stick to it. 

2nd—It seems to be good for managers 
but a little “too rich” for local agents. 

The idea of the contingent commis- 
sion plan, as I understand, is to improve 
the stream of business flowing to the home 
office. Along that line I have one ques- 
tion to propound. If you were setting 
out to purify a stream would you stop half 
way up at a dam, or would you go to the 
beginning of the thing ? 

And now having set forth my idea of 
good compensation to agents at the ex- 
pense of your patience, you naturally 
ask “ What is to be done about the matter ?’ 
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The only thing I can suggest is to keep on 
talking about it. 

Should we make an association issue 
of the compensation feature of our busi- 
ness? I do not think we should. In 
the first place, I would not manufacture 
any kind of an issue. An _ issue—that 
is a real issue—is like trouble, “you do 
not have to hunt for it.” It comes up 
before you some day and shakes its fist 
in your face, or grabs you by the shoulders 
and your teeth rattle. You always know 
a real issue when you meet it, and any 
other kind better be avoided. 

Furthermore in this matter we are 
parties of the second part. We are doing 
an agency business and one of the pen- 
alties of doing business on another main’s 
capital is that you are bound finally to 
accept his judgment. 

For nearly every evil thing, except 
reputations, publicity is an effective cure. 
The business of the National Associa- 
tion in these matters, which are not direct 
issues, seems to me to be to conduct 
an aggressive and dignified campaign of 
education. To use a classic expression 


‘ 


we will gain most by “speaking softly 
and carrying a big stick.”’ Our big stick 
is the public sentiment of the business. 
And our instrument ‘for moulding and 
wielding the public sentiment of the 
business is this National Association and 
its Agency Bulletin. 

I desire to conclude this paper with a 
word of appreciation of those faithful com- 
panies, not a few, which have ‘stood by 
the local agent in everything that has made 
for his largest welfare. In this matter 
of compensation they have not found it 
impossible or unprofitable to deal with 
the local agent fairly. Willing to pay 
living commissions, they have not at- 
tempted to debauch the agent. Am 
bitious for business they have not imposed 
upon the local agent the competition of 
a salaried office, backed by the com- 
pany’s millions. Honorable themselves 
they have conceded honor to the agent. 
Does the insurance world still look for 
a sign? Behold these companies furnish 
it! “Verily there are none so blind as 
those who will not see.” 








HOW TO STOP CONFLAGRATION HAZARD IN LARGE CITIES. 


U. C. Crospy AT FIRE UNDERWRITERS’ ASSOCIATION OF THE NORTHWEST. 








The thoughts of nearly every fire un- 
derwriter in this and foreign countries 
during the last four months have been 
centered in and about the greatest con- 
flagration in the world’s history. Its 
consideration has revived doubts and 
uncertainties which have been slumber- 
ing or quiescent since the Baltimore fire. 
The intelligent, experienced underwriter 
will tell you that he is not worried or 
troubled about his ability to make money 
and pay dividends, except for only one 
danger—conflagrations. 

The large increase and general dis- 
tribution of business, the drift toward 
the making of rates by schedules, the more 
systematic and _ intelligent consideration 
of hazards and inspection of risks through 
bureaus and associations, and other im- 
portant conditions contribute to the 
comfortable assurance that a well-managed 
company will not fail to meet its liability 
and pay dividends, if it is not involved 
in a conflagration. This danger is a con- 
stant menace, and, like Banquo’s ghost, 
“will not down.” 

In the Chicago conflagration, 60 com- 


panies failed and went out of business; 
in the Boston fire, 32; Baltimore con- 
flagration, 6; and, in the San Francisco 
disaster, the number is at present unknown, 
but the future historian will record. 

No company is “conflagration-proof.” 
Nearly every one has its weak spot, and 
in every city a company or companies 
may meet their “Waterloo.”’ In the 
metropolis of this country, where most 
unfaverable conditions exist, with its 
enormous concentration of values, a con- 
flagration approaching in extent the San 
Francisco disaster would result in the 
failure of practically every American 
and foreign company doing business in 
this country, seriously involving banking 
and business interests, and _ precipitate 
a financial crisis unprecedented in history. 

Conflagrations are not confined to the 
United States. They have occurred in 
all parts of the world, and every large 
city is exposed to the possibility of such 
a disaster. It must be apparent to all 
that there is something radically wrong 
in the conditions existing in our cities; 
that the extra hazard caused by the large 





| 


168 Journal of Insurance Economics. 








incease in height and area of buildings, 
the rapid extension of business into dwell- 
ing house sections, and particularly the 
enormous concentration of values have 
not been properly considered; and the 
frequency of large fires presents a question 
of tremendous importance to all under- 
writers. 





I venture to submit for your considera- 
tion a few suggestions: 

First: We must realize the condi- 
tions. From a conflagration viewpoint, 
a large portion of a city is one risk; con- 
sequently, the only way to prevent a con- 
flagration is never to let a fire reach the 
conflagration point. Experience has 
proven that, under conditions at present 
existing in our cities, when a fire becomes 
a conflagration, from the point where it 
starts and in the direction which it takes, 
it will burn (as long as there is anything 
to destroy) to the water front, the sand 
dunes, or an open field. The best fire 
department in the world, with an unlimited 
supply of water, will not put out a con- 
flagration; the most that can be done is 
to confine it to the direction which it 
takes; and dynamite—unless used with 
better judgment and discretion than at 
San Francisco or Baltimore—had_ better 
be thrown into the sea. 

Second: lf we are not to have these 
disasters in the future, we must prevent 
a fire reaching the condition of .a con- 
flagration. The improvement resulting 
from intelligent consideration of individual 
risks has reached such a stage of per- 
fection that the destruction of a “stand- 
ard” plant is practically impossible; and 
we are insuring—at a profit—at one-fifth 
of one per cent., or less, risks we wrote 
not long ago at many times that rate, 
and, at a loss. 

For years we have worked to increase 
the number of pails, standpipes and 
hydrants and add to the water supply; 
and yet, the total destruction of risks 
continues without much diminution. Ex- 
perience brought us another viewpoint 
and proved that fires could be controlled 
only by eliminating as far as_ possible 
hazards and dangerous features, and then 
applying the fire extinguisher in ‘the 
first stages of a fire. The automatic 
sprinkler and not the hose stream was the 
dominant factor in the transformation. 

We should study a city from the same 
standpoint. What would be the result 
if, in the specifications for improvement 





of individual plants, we made a standard 
cut-off at a part of the communications 
in divisions walls, leaving others unpro- 
tected, placed shutters only on a portion 
of the windows having exposures, closed 
only a part of the verticat communica- 
tions, and placed sprinklers haphazard, 
here and there, over the plant? We cer- 
tainly would not expect protection. Yet, 
this is the treatment we have been giving 
the cities. We have erected buildings 
of good construction here and there, yet 
exposed through numerous openings by 
veritable “fire-traps.”” We have not given 
due consideration to the relation of one 
pazt of a risk to the other. 

Third: Considering a city as_ one 


risk, a hazard of defect in one section is‘ 


a danger to every other. An unprotected 
opening to a bad exposure, an open ele- 
vator well or air shaft, a poorly constructed 
building, a hazardous occupancy, a “con- 
flagration breeder,” are hazards, not 
simply to the building or block, but to 
the entire city, and the entire city should 
be charged therefor. The property- 
owner on Broadway or 30th street should 
understand that he may be vitally inter- 
ested in the condition of a risk on the 
Bowery or Canal street. 





It would be presuming in me to present 
at this time specifications for the proper 
adjustment of the large city problem. 
I will, however, suggest: 

(a) Underwriters should adopt a sys- 
tem for the proper study of the hazards of 
each city, considering the same as one 
risk, and along the same lines as they have 
in the past considered individual risks. 

(b) They should inaugurate an intelli- 
gent, comprehensive campaign of education 
for underwriters and invite and urge the 
help and co-operation of architects and 
builders, taking the public into their con- 
fidence; and demonstrate to every proper- 
ty-owner that it is a question in which he 
has a vital interest. 

In considering this problem, we should 
have constantly before us three important 
factors, remembering always that we 
are considering a city as one risk: 

1. The necessity for water—ready at 
all times—to extinguish a fire in its in- 
cipiency. Every large fire or conflagra- 
tion could have been prevented by a pail 
of water if applied at the right time. 
Buckets of water and fire extinguishers 
are all good and their use should be en- 
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couraged; but the best of all is the auto- 
matic sprinkler. The hose stream can- 
not penetrate to the center of a great 
floor area; it cannot reach the top of a 
20-story building; but a sprinkler can be 
placed everywhere, and be ready at all 
times to do its work. The automatic 
sprinkler will do more to solve the con- 
flagration hazard than any other single 
factor. I hope to see this kind of extin- 
guisher in every mercantile and manufac- 
turing risk in every city. 

2. Vertical Communications—between 
floors. They should all be fully protected. 
Examine the record of every large fire, and 
in almost every case it will read—* Fire 
started, in basement (or first floor) and 
spread rapidly to every floor through ele- 
vators (or air shafts).”” I believe the re- 
moval of vertical openings—except under 
standard conditions—-would reduce our loss 
ratio in congested districts one-half. They 
are clearly defined as “Conflagration Breed- 
ers.” 

3. Protection of openings toward expo- 
sures in all outside walls. The condi- 
tions in this particular in nearly all of our 
cities are a constant menace from a con- 
flagration viewpoint. It is a reflection on 
the construction of our rating schedules 
and a sad comment on the intelligence of 
our architects and builders. In all of our 
cities we find exposures across narrow 
alleys and streets with little or no attempt 
at protection. In the city of New York 
alone, there are about 1,500 “fireproof” 
buildings, a large proportion in the con- 
gested district and badly exposed. The 
protection of a shutter or wire glass is 
so rare as to be a real curiosity; yet 
experience has proven that buildings of 
this class in large fires—without openings 
protec are little better than those of 
ordinary construction, and they have not 
in the past proved a barrier to a conflagra- 
tion. The same experience has indicated 
that if these buildings had been protected 
by standard shutters or wire ‘glass, they 
would have materially retarded or acted 
as a barrier to the spreading fire. The only 
building saved located in the track of the 
Baltimore fire was protected by wire glass 
and there is a somewhat similar record in 
San Francisco. 





This greatest of our problems is sim- 
plicity itself,so far as the physical remedy 
ic concerned. The best form of building 
sonstruction is of very great importance. 


A properly constructed building code 
should be adopted and enforced in every 
city. We should not relax our efforts 
for the best fire department and water 
supply; but, taking our cities and their 
conditions as they exist today, from a 
conflagration viewpoint, there are just 
three things to be done. 

We need not invent and apply com- 
plicated schedules; a profound knowledge 
of the chemistry of fire causes is not im- 
portant. We need not hamper the prop- 
erty-owner by restricted area or height. 

The problem is, how to get the public 
awakened to the danger and interested to 
thoroughly apply the three following reme- 
dies, and, before other conflagrations occur: 

Remedies. 


Automatic sprinklers in every mercautile 
and manufacturing risk, the first and 
most important consideration being to 
have water ready at all times to ex- 
tinguish a fire when it first starts. 

Communications between floors, that is 
vertical openings, made standard. If 
the automatic sprinklers for any reason 
do not fully extinguish a fire, we have 
provided means for pre venting the 
rapid spread of same and given the fire 
department a chance to work under 
favorable conditions. 

All exposed openings in buildings, particu- 
larly including “fireproof” buildings, 
protected. by standard shutters or wire 
glass. If the automatic sprinkler is shut 
fails to fully extinguish the fire, if off or 
the fire department does not hold 
it in the building which it origi- 
nated, we have provided a_ barrier 
where the fire department can prob- 
ably make a successful fight. 

These conditions do not require the re- 
building of a city or any part of it; neither 
do they involve heavy expense to any 
property-owner, the prominent, under- 
lying purpose being to prevent —not to 
extinguish —a conflagration. 





Expense in Large Cities. 


You are not limited to party or creed; 
your membership is union and non-union, 
board and non-board; for this reason, 
I dare refer to perhaps the greatest enigma 
in our business and a factor closely re- 
lated to and a part of the large city prob- 
lem, namely: The expense of doing busi- 
ness in large cities, in your territory—I 
think—limited to “excepted”’ cities. 

In these cities, where all of our capital 
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and more is required as security, where 
we do business by the “wholesale”, the 
only place where our very existence is 
constantly menaced by the conflagration 
hazard, we pay from 10 per cent. to 20 
per cent.; yes, in some cases, 25 per cent. 
more for business than in the balance of 


the field. It matters not the excuse— 
brokers, sub-agents, fierce competition 
or preferred business—the fact remains, 
a serious reflection on our business probity 
a travesty on our claims for fair dealing 
toward our agents as a class and the in- 
suring public. 








LOCAL AGENTS INFLUENCE IN FIRE UNDERWRITING. 


E. J. TAPPING AT FIRE UNDERWRITERS’ ASSOCIATION OF THE NORTHWEST. 








The opinion of local agents concern- 
ing this matter, differs somewhat in pro- 
portion to their ability and term of ser- 
vice. It is rather difficult for an intel- 
ligent local agent to understand why 
many years of experience and a profit- 
able business record do not seem to give 
him more influence at the home office; 
but it is even more difficult for him to 
understand the unfathomable depths of 
underwriting logic which permits the 
acceptance of target risks sent in by newly- 
appointed fifth, sixth, or seventh agents, 
while if the same line were even submitted 
by a local agent of experience, it would 
be declined by wire. I once heard a 
local agent say that this practice of ac- 
cepting any old risk from the newly- 
appointed multiple agent was so ex- 
asperating to him that he occasionally 
wrote a rank target, knowing that it would 
be cancelled by wire, simply to make 
it impossible for the company to accept 
the risk from the newly-appointed agent 
without stultifying itself. The bran new 
agent, when he finds, to his great amaze- 
ment, that the companies seem to ap- 
prove of his judgment in selecting risks, 
naturally feels that he possesses con- 
siderable influence in the field of fire 
underwriting; and when he also finds 
that his monthly balances are allowed 
to run six months he is sure of it. 

If fire underwriting consisted solely 
in the making of rates and deciding what 
lines a company should carry, I think 
most of us would concede that the in- 
fluence of local agents does not and 
should not predominate. This narrow 
conception of the term, however, is for- 
tunately well-nigh obsolete and in the 
broad field of action now covered by 
fire underwriting, local agents have a 
sphere of influence which is mighty 
indeed. Mighty for good or mighty 
for evil, and it rests largely with our com- 
panies to determine toward which of these 
goals the growing influence of local agents 


shall be exerted. Time was when in- 
dividual influence sufficed to meet the 
vexatious problems that confronted local 
agents; but questions like overhead writ- 
ing; who owns the business; multiple 
agencies and rate wars, can only be handled 
by the combined influence of local agents, 
acting as a unit through organization. 

Organized influence of local agents 
has certainly greatly improved the over- 
head writing situation, but over-head 
writing by local agents will never entirely 
cease until the companies decline to allow 
any agent to write in another agent’s 
territory. Several years ago ex-President 
Woodworth suggested that it might help 
the situation if companies would limit 
their agency appointments to a definite 
territory instead of saying “for Chicago 
and vicinity.” 

Organized influence of local agents 
has also had a whirl with “who owns the 
business.”” You know the result and 
I will not rub it in by reviewing the various 
phases of the Yonkers case. Multiple 
agencies are still with us and while this 
evil has not very perceptibly diminished, 
it has certainly been checked, and many 
leading companies have been won over 
to the single agency ranks. 

During the past year our association 
has given special attention to rate wars. 
This question has not been approached 
with the idea of supporting local agents, 
whether they are in the right or not, but 
on the contrary, every effort is made 
to ascertain the true facts in the case; 
then lay the blame where it belongs and 
use all possible influence to effect a com- 
promise. The idea that a rate war con- 
cerns only the city or town immediately 
involved is very far from being correct, 
and the National Association will fight 
rate wars from this time forth, irrespective 
of whether the local agents involved do 
or do not ask for its assistance. 

It has taken time to convince many 
companies that organized influence of 
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local agents can become a valuable aid 
in the field of fire underwriting; but since 
the “Joint Conference Committee” was 
established, the leading companies, with 
only one or two exceptions, have given 
hearty support to the agency movement. 
In my opinion the conference idea is the 
keystone of the arch and so long as this 
joint committee of company officials and 
local agents is maintained, we may rest 
assured that the ever-increasing influence 
of local agents will be exerted for good 
and not for evil. 

In seeking advice as to what kind of a 
paper would be acceptable on an occasion 
like this, I found that the prevailing 
opinion seems to have been well voiced 
by the big-hearted Scotchman of La Salle 
street, who wears plaid kilties when he 
plays golf. This gentlemen was quoted 
as having stated that these meetings 
were now looked upon as a_ veritable 
love feast. I have tried to meet you 
in this spirit but [ now want to digress 
just long enough to say a few words to 
the small handful of managers, who are 
still bucking the agency movement. This 
should be an appropriate time and _ place 
as these managers live right here in Chicago. 

The agency movement is here to stay 
and it is only a question as to how it shall 
be conducted. Supposing that the com- 
panies should withdraw their support, 
what then would happen? Why the 
present conservative leaders would give 
up in despair, and the rogues, rascals, 
and rebaters would rush in and reorgan- 
ize the National and state associations 
into trade unions of the worst possible 
type. I do not want to be classed as an 
enemy of trade unions, for when properly 
managed, they are a power for good; 
but what should be expected of local 
agents’ associations, when conducted on 
trade union lines and controlled by men 
who stop at nothing for personal gain; 
men who do not hesitate to lie, steal, 
cheat or stoop to any mean contemptible 
trick when a dollar is at stake. 

There can be no denying the fact 
that we have plenty of such men in the 
fire insurance business, and the com- 
panies must either continue their support 
of the present conservative leaders in the 
agency movement or deal with such as 
these. Can any just man find fault with 
local agents for organizing to suppress 
over-head writing, pirate brokerage, mul- 
tiple agencies and rate wars? Of course 
it is inevitable that the methods employed 


to correct these evils will not always meet 
the approval of every manager or com- 
pany official; but let me remind you that 
our company organizations do not succeed 
in pleasing everybody and yet they do 
succeed in accomplishing much good. 

In order to be entirely fair it is neces- 
sary for some men to put themselves 
in the other fellow’s place, and I want 
to ask you to look at the situation from 
the local agents’ standpoint. Forget for 
the time being that you are a salaried 
official, and in some cases it will also 
be necessary to forget a fat contingent 
contract, which in spite of the San Fran- 
cisco disaster goes merrily on while the 
managers, enjoying same, are trying to 
reduce commissions without so much as 
giving local agents a hearing. Now sup- 
posing you had been a loyal local agent for 
many years, or at least long enough to 
make it a very difficult problem for you 
to consider the possibility of engaging 
in any other line of business. You have 
successfully met and overcome the or- 
dinary troubles, which must be expected 
in a business career, and have proven 
your ability to secure and retain busi- 
ness against fair competition. Your real 
real troubles now begin. 

First: Many of your companies force 
you to share* your territory with one, 
two, three, and sometimes a dozen other 
agents, many of whom are dishonest 
competitors, some even receiving their 
appointments because it is known that 
they will steal vour business if it can not 
be otherwise obtained. Second: You 
are asked to sign over to pirate brokers 
many of the large lines in your territory, 
even when you know that the business 
has been taken from you by unfair methods. 
Third: If vou refuse to be buncoed by 
these pirates, you then learn that you 
are counting without your host, for many 
of your companies will find means to 
write these lines over your head. Fourth: 
Your next surprise is to learn that if a 
company so wills it, vou may even be re- 
strained from soliciting your own re- 
newals and the business which repre- 
sents your life work may be swept awav 
over night. 

Such were the conditions when the 
National Association of Local Fire In- 
surance Agents was organized. Every 
intelligent underwriter knows that the 
very existence of the agency system was 
threatened, and organization by local 
agents naturally became inevitable. 
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ADJUSTER’S STORY OF THE GREAT SAN FRANCISCO DISASTER. 


By Otro E. GREELEY, MINNEAPOLIS. 


[The excerpts below from a paper read before 
the Fire Underwriters’ Association ot the North- 
west by Otto E. Greeley of Minneapolis, special 
agent and adjuster ot the Phenix Insurance 
Company, give us the first story of the San Fran- 
cisco fire viewed from the standpoint of an 
adjuster on the spot. We wish that we could 
reprint his complete tale, but the portions pub- 
lished include the most interesting extracts. 
Mr. Greeley brings out the evidence upon the 
‘earthquake damage,’’ and the change ot pub- 
lic opinion following a realization of the effect 
of that damage upon the fire insurance contract. 
He shows also the way in which public antago- 
nism to insurance companies was stirred, and 
how opinion changed in the final analysis of 
methods of adjustment. Mr. Greeley’s paper 
is particularly interesting because he explains 
and defends the proposed flat discount from 
the face of the policies for earthquake damage. 


Ed.] 





I was among the first of the adjusters to 
arrive in San Francisco after the earth- 
quake. With General Agent Lenehan 
and Mr. Clemons of Cincinnati, I reached 
San Francisco on the 25th of April, just 
one week after the earthquake and four 
days after the fire following the earth- 
quake, had run itself out. The following 
day we made an examinntion of the re- 
sults of the earthquake and fire, so far as 
possible, passing through the few streets 
and avenues which were not impassable 
on account of debris. We not only ex- 
amined that part of the city which had 
been devastated, but also went through 
the remaining portions which had not 
been destroyed by fire, to get an idea of 
the real damage done by the earthquake. 
It was apparent to us and to all those who 
visited the ruins within a week or two 
after the disaster and before the streets 
had been cleared of debris, that the re- 
ports of the terrible shock had not been 
exaggerated. 

No better evidence of the extent of the 
earthquake damage exists than the hun- 
dreds of views of wrecked buildings which 


were reproduced in newspapers and maga- 
zines at the time, and the published per- 
sonal experiences of people of that city. 


Later there developed an attempt on 
the part of property-owners to minimize 
the damage done to property by this dis- 
turbance; but it is a fact which all of us 
recognized, which the people acknowl- 
edged and which the newspapers pro- 
claimed at the time of the catastrophe, 
that the ruin from the earthquake was 
most disastrous. 

It is often the case that the real truth 
is told at the time of the occurrence of 
an important event, while the matter is 
fresh and before personal interest or 
other causes have had the effect of bring- 
ing about a convenient state of forget- 
fulness; and as I look back upon San Fran- 
cisco as it then really appeared, and after 
reading the newspaper accounts which I 
shall quote, and which were published 
at the time, I am forced to acknowledge 
the innate human selfishness which domi- 
nates the minds of men at times like these, 
of men upon whose word one ordinarily 
might depend. 


What the Earthquake Really Was. 


That you may know what was the ex- 
tent of the damage by earthquake, I quote 
from the Oakland newspapers a few of 
the many reports of this disaster, made 
immediately after the shock. I have 
eliminated all exaggerated and sensational 
accounts and also the long lists of build- 
ings specifically mentioned as_ being- 
affected by the earthquake. Says one 
paper: 

“Tt was at 5.13 o'clock this morning when 
no one was stirring on the streets and the office 
buildings of brick and stone were untenanted, 
that the shock came. Frightened _ sleepers, 
stumbling from their beds, found themselves 
standing face to face with eternity. The very 
skies seemed to rock in unison with the sway- 
ing of the earth. A roaring as or the nether 
depths of the pit deatened and affrighted the 
ears of the dazed people. Then came the 
startling crack of walls and beams, the falling 
of chimney bricks and the jangle of tumbling 
bric-a-brac. The houses rocked like ships in 
a typhoon. It seemed as if the agony of sus- 
pense must snap in intensity, did the convul- 
sions of the earth but continue for a minute. 
Immediately after the shock came, fire broke 
out in two-score places at once. Before even 
the fire companies could respond the fire fiend 
had established himself supreme and the whole 
city flamed unchecked. 

**By the earthquake,the City Hall was wrecked, 
St. Luke’s Hospital destroyed, the Columbia 
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Theatre shattered to the ground. Other 
buildings were damaged seriously and it is safe 
to savy that not one of San Francisco’s struc- 
tures escaped unscathed. The streets are filled 
with broken brick, masonry, glass and other 
debris. ‘There is a crevice in Mission street 
for a block up from the water front several 
inches wide.” 

Another paper of the same date says: 

“The fire which has been raging in San 
Francisco since the first earthquake shock this 
morning, originated back of Mission. street, 
sast of Third. Buildings in that district were 
thrown to the ground by the force of the shock 
and following the crash, flames sprang into the 
air. San Francisco trom Kearney street to 
the water front is a mass of ruins and for hours 
during the day was a seething furnace. Mission 
street is the scene of the most destruction. In 
places along the street bricks and debris are 
piled ten feet high. Fires are raging in many 
places. Some of the buildings seem to have 
heen literally shoved out into the street. In 
many places the streets are badly cracked. 
The filled section from Montgomery to the ferry 
propably suffered the most.” 


Professor Charles Burkhalter, in charge 
of the Chabot Observatory, published 
his official report of the earthquake as 
follows: 

““We have had a great carthquake—a very 
great earthquake. We have never had anything 
in the past with which to compare it. The shock 
came at 5.15 o’clock this morning and lasted 
twenty-eight seconds. The vibrations were in 
all directions. The seismograph pen jumped 
off the plate after many occulations, so it is not 
possible to tell the exact amplitude of the shock. 
This earthquake will rate as nine, in a scale of 
ten, in computing its violence. In such a 
scale, an earthquake rating as ten would he 
an extraordinarily heavy one, and the temblor 
of this morning is close up in the scale, rating 
easily nine. 

We have had several lighter shocks since 
the big quake at five o'clock; there have been a 
dozen or so, of which the shock at 8 a. m., was 
of a magnitude which we would ordinarily 
consider a hard earthquake, and yet in compari- 
son with the great temblor of three hours earlier, 
was scarcely noticeable.” 





The San Francisco Chronicle of May 14, 
reporting an official examination made by 
a committee of eight eminent civil en- 
gineers, and the findings of that com- 
mittee says: 


“San Francisco was receiving a water supply 
of 36 gallons daily on the morning of Aprii 
18th. In less than a minute the entire supply 
had been shut off and all the city had to 
depend on to fight a disastrous fire and slake 
the thirst of its half-million people, was 90,- 
000,000 gallons stored in the reservoirs of the 
city; and this was wasted rapidly through breaks 
in the city’s distributing system. Laminated 
wrought iron pipes were torn apart like paste- 
board and twisted about in a snake-like posi- 
tion; and the Pilarcitos thirty-inch pipe line is 
damaged beyond repair. The pipe lines 


across the bay were put out ot commission at 
the further end; the San Andreas line across 
Baden Marsh was badly broken at the Baden 
trestle with a number of less serious breaks in 
many parts of its length. Across San Bruno 
marsh, 1,300 feet of the Crystal Springs | ig 
44-inch wrought iron main was torn away. 
The Pilarcitos line has collapsed in places; 1 
other places it has been pulled apart for a dis- 
tance of eight feet, and in still other places it 
has telescoped for a distance of four feet. At 
the lower Crystal Springs lake was further evi- 
dence that the shock had come from the east 
to the west and back again. There is a brick 
tunnel eight feet in diameter with a seventeen 
inch wall, used as a waste way. ‘The east side 
of this tunnel was crushed in like an egg-shell 
and the west wall was crushed back across it, 
showing that the last shock came from the 
west.” 





Turn of Public Opinion. 


It was not long however, before it be- 
came evident to the people of San Fran- 
cisco, that the insurance interests might 
not be held for the results of the earth- 
quake catastrophe, and that some method 
must be devised to minimize these results 
and place the entire burden of loss where 
fire insurance would be forced to cover it. 
From this time on, the experience of all 
the companies I have no doubt, was like 
that of the company which I was repre- 
senting, in that among hundreds of claim- 
ants, hardly one could be found who did 
not insist that his property, previous to 
the fire, had not been effected in the slight- 
est degree by the earthquake; and took 
more or less offense with the adjuster if 
he referred to the earthquake damage 
at all. 

It was also about this time that the 
Board of Trade, appreciating the possible 
trouble which might be experienced in 
collecting fire insurance, made a_sug- 
gestion to the public to the effect that the 
disaster should not be known and publicly 
announced as an earthquake, but as “the 
great San Francisco conflagration.’ That 
was the keynote which was sounded by 
the business men of San Francisco.. The 
newspapers took it up; the people took it 
up; and from that time on, the disaster 
from earthquake diminished until it be- 
came well-nigh conceded that there had 
been no earthquake at all. 

As might be expected, these extreme 
views, held by property-owners, were 
diametrically opposed to the views held 
by a large majority of the fire insurance 
companies. Volumes would be required 
to quote editorials and other public state- 
ments bearing upon this revised view of 
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the situation. The feeling seemed to 
grow and take en new impetus with every 
breath, that there must be a_ strenuous 
insistance that the fire did all the dam- 
age or the insurance companies would re- 
pudiate their entire obligations. This 
sentiment fast became the prevailing 
one, commercial bodies took it up, news- 
papers fostered and inflamed it, until its 
crystallization was finally effected and em- 
bodied in the telegram sent by Governor 
Pardee and Mayor Schmit, to each of 
the companies about the middle of June. 
We are all familiar with the wording of 
this telegram and I call your attention only 
to the following portion of the statement: 
“In very few instances did the earthquake 
destroy a material part of any building, 
and these can be easily isolated and 
should not prejudicially affect the rights 
of others and cause delay of adjustment.” 


Early Earthquake Reports. 


In the Minneapolis Tribune of July 
3, is given a graphic word picture of 
the effects of the earthquake, contributed 
by Mrs. C. A. Williams, wife of one of the 
editors of the San Francisco Examiner. 
This paper I may add, has been the most 
violent and unreasonable in its denun 
ciation of all corporate interests and es- 
pecially those of fire insurance, that I 
have ever read. 

“A hissing sound,” says Mrs. Will 
iams, “and a deep rumbling accompanied 
by a heaving motion which moved our 
piano across the room, threw the pictures 
off the walls and covered the floor with 
broken glass and the debris of broken 
bric-a-brac, formed the first impression 
of the earthquake. Events followed quick- 
ly after that. The rattling of buildings 
made a deafening noise. The front of 
the Studebaker building across the street 
fell out, and a man was killed before our 
eyes. Fires began to spring up at once, 
and as the fire wagons came out, the horses 
ran away and thus delayed the department 
in fighting the fire.” 

A contributor to the ‘‘Outlook”’ says: 

“We were in a fourth-story apartment flat. 
suid to be built with unusual care. Twelve 
flats so constructed, occupied a corner one block 
block from Golden Gate park. The noise was 
deafening; the crash ot dishes, falling pictures, 
the rattle of the tin roof, book-cases being over- 
turned, the piano being hurled across the par- 
lor, the groaning and straining of the building 
itself, broken glass and falling plaster, made 
such a roar that no one noise could be distin- 


guished. We never knew when the chimney 
came tearing through; we never knew when a 


great marine picture weighing one-hundred and 
twenty-five pounds, crashed down not eight 
feet away from us; we were frequently shaken 
loose from our hold on the floor and only kept 
our feet by mutual help and our utmost efforts. 
The floor moved like short choppy waves of 
the sea, criss-crossed by a tide as mighty as 
themselves. The ceiling responded to all the 
angles of the floor. I never expected to come 
out alive. The electric poles stood in the most 
inebriated attitudes the length of our street, 
Chimneys on roofs, chimneys in the street. 
bricks and broken glass everywhere, stone 
steps gaping apart, wooden ones splintered, 
and buildings themselves at strange angles. 

**We walked around to the Park Emergency 
Hospital, three blocks away. We were anxious 
about the great buildings in the business sec- 
tion and hoped to obtain some news there. 
The street was elevated at one point several 
feet, and a great broken water main was flood- 
ing that section. The hospital is a one-story, 
low stone structure, with tiled roof. Its stone 
facing had nearly all fallen away, the chimney 
was gone and the tiles were twisted and broken. 
All the timbering that supported the roof was 
exposed to view; the stone arch over the entrance 
was crumbled and just ready to fall. 

«Everywhere one sees rows of houses strangely 
out of plumb and we saw one two-story dwell- 
ing standing at an angle of 60 degrees. A 
Catholic church on Golden Gate avenue is 
nothing more than a picturesque ruin. The 
seamed and cracked walls and sunken streets 
held silent testimony of the earthquake’s 
shock. Across the street from us a chimney 
ran from the ground through a three flat struc- 
ture. The base of that chimney was snatched 
aside and the rest of it came rattling down into 
the basement, the flooring of the bottom flat 
giving way at the same time. Golden Gate 
Park has suffered particularly in its public 
buildings. The Art Museum is a shattered 
wreck. The music stand, built of stone, with 
its high pillared wings and long tiers of steps, 
has sunk in the middle, the gigantic cornices 
lying in heeps at its front, and sutures running 
through all its massive stone-work. It was 
the gift of Claus Spreckles and cost $60,000.” 

Yet another instance of the early belief 
in the occurrence of an earthquake is 
shown in an article contributed to the 
“Pacific Monthly,” of Portland, Ore., 
August number, page 229, in which the 
writer says: 


“The house was a frame one, rather old, and 
it shook in a way that made me absolutely 
breathless. I thought the wall in front of me 
was going to burst in, and the noise was terrify- 
ing, the racking of the beams, the groaning of 
the timbers, and worst of all I think, the crack- 
ing of the nails as they drew. I half ran, half 
fell down the stairs, clinging to the banisters 
and thrown violently from side to side as though 
I were at sea in a storm. As I reached the 
lower hall, a tall mirror in a heavy frame, fell 
from the wall just in front of me, missing me 
narrowly. I was in the street so quickly that 
I felt nearly half the shock out of doors and I 
can never accurately describe the wierdness of 
the sensations of those few moments. The 
street was smoothly paved with asphalt and it 
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quivered beneath my bare feet as though I 
stood on a gigantic bowl of jelly. I turned to 
look back at the house I had just left and then 
up the street to the summit of Telegraph Hill, 
a few blocks away. The sky line wavered 
dizzily and the row of houses rocked as though 
built of cloth and flapped by a mighty wind. 
The noise was deafening, a hurrying sound, as 
though all the houses had decided to move on 
hastily, and found their joints painfully stiff 
from disuse. An army officer who was on 
Aleatraz Island, a mile or two from shore, told 
me that the sound from the city was like the 
roar and crackle of a hundred prairie fires at 
once.” 


How Companies Handled Adjustments. 


Such then, were the expressions of 
faith in the dreadful work of the earth- 
quake, previous to the time when the aw- 
ful warning had gone forth that the in- 
surance companies “would surely get 
them if they didn’t watch out;”’ and even 
after it, there were occasional instances 
of refreshing honesty and candor on the 
part of claimants. 

In the handling of adjustments by the 
120 companies whose policies covered 
the property destroyed in San Francisco, 
naturally enough it was found impossible 
to get unanimous and concurrent action 
as to the line of procedure, a large ma- 
jority of the company’s local represen- 
tatives however, concluded upon the 
organization of what was known as the 
“Adjusting Bureau” and later on, of 
a committee of fifteen adjusters to whom 
were referred all losses in which six or 
more companies were interested. This 
action was concurred in by a majority 
of the companies; but a few declined to 
be bound by any act of committees. 

However, it shortly became evident 
that there was a lack of accord in the 
views of various companies as to the ex- 
tent to which the fire insurance interests 
were liable. These views were insisted 
upon individually by the representatives 
of the various companies on the ground, 
and also by the principal officers of the 
companies in New York and other in- 
surance centers; with all of which facts 
you are of course familiar through the 
newspapers. This lack of unanimity in 
due course brought about a proposition 
to the effect that taking as a whole the 
property-holders’ interest, the insurance 
companies’ liability—considering all equi- 
ties and defenses; questions as to legal 
and moral liability and expediency—the 
property-holders in San Francisco holding 
policies of insurance on property de- 


stroyed or damaged by earthquake, ac- 
cept a compromise of 75 per cent. of the 
face value of the policies involved; thereby 
eliminating a vast amount of preliminary 
and detail work in each individual case 
before an adjustment could be satis- 
factorily made.. By this method it was 
urged, the companies would be dealing 
fairly and the property-holders as a whole 
would be fully reimbursed for their losses. 

The proposition however, met with 
opposition on the part of the representa- 
tives of about thirty companies, at a meet- 
ing now quite celebrated. ‘There was at 
the time, a feeling on the part of a minority 
of the companies that they should pay in 
full for all liability as adjusted, and that 
they treat each adjustment on its indi- 
vidual merits. The majority of the com- 
panies, nearly all of whom held the same 
views in the abstract, felt that the dis- 
position of the whole adjusting proposi- 
tion would be simplified, the work ac- 
celerated and the great expense of indi- 
vidual investigation of each case, be 
materially lessened, by making immediate 
payments of 75 cents on the dollar. As 
a result the companies became divided and 
in some cases a bitter feeling arose be- 
tween companies holding extreme views. 
From that time on, a majority of the com- 
panies made adjustments on the merits 
of each claim as presented, and in ac- 
cordance with the view of each company, 
as to its liability, legal and moral. 

Classifying Companies. 

The newspapers, which by this time 
had become extremely partisan, dubbed 
the companies represented by the ma- 
jority, the “six-bit’’ companies, while 
those of the minority were given the hon- 
orable ‘title of “dollar for dollar” com- 
panies. ‘These Zitles continued to adhere 
until the evidence of actual adjustments 
on both sides, compelled their discon- 
tinuance as not being applicable in many 
instances. 

Specific instances were published in 
the newspapers, subsequent to the now 
celebrated meeting, showing that the 
so-called “dollar for dollar’ companies 
as a whole, settled their liabilities on prac- 
tically the same basis as those who were 
included in the “six-bit” category. Some 
of the companies were extremely liberal 
in their adjustments it is true, but it is no 
less a fact that there were comparatively 
few companies that did not pay their 











176 Journal of Insurance Economics. 








claims upon a fair basis, the earthquake 
damage being considered. 

The following article appeared July 
first in the San Francisco Chronicle: 

“The fact that several of the so-called dollar 
insurance companies are posing before the public 
as sound corporations and are advertising that 
they are in favor of paying all their just losses, 
and are firmly opposed to anything that looks 
like a horizontal cut, and at the same time are 
doing all they can in their own quiet way to 
shave their losses, has been brought to the atten- 
tion of Commissioner Wolf. ‘Lhe six-bit com- 
panies have been accusing the dollar companies 
of playing this game; but the general public re- 
ceived their notices that they would pay in full, 
with all faith; hence it is somewhat of a disap- 
pointment for a policykolder to find that the 
value of the policy has been shaved more heavily 
than the six-bit companies proposed. Com- 
plaints have been coming in to the insurance 
commissioner that these dollar companies 
although they are not making a horizontal cut, 


are shaving their policies on all the pretexts they 
can find.” 


Gradually then, it seems, public opinion 
forced a change in the classification of 
the dollar and six-bit companies. The 
discovery that neither the dollar companies 
nor the six-bit ones, had been organized 
for charitable purposes, but were doing 
business under legitimate rules and regu- 
lations, created a new cause for grievance, 
and the dollar companies became the next 
target for abuse. 

The Real Insurance Liability. 

In conclusion, I wish to call your at- 
tention to the question of earthquake 
liability in its bearing upon the settle- 
ment of the San Francisco losses. And 
let me say in this connection that in the 
consideration of liability, legal and moral, 
as a result of this unprecendented catas- 
trophe of modern times, the insurance 
companies as a whole have been as gen- 
erous in their treatment of the San Fran- 
cisco claimants as the exigencies of the 
situation would permit. The laws under 
which fire insurance companies are or- 
ganized and by which they are permitted 
to do business, make no provision for 
the gratuitous distribution of the funds 
of the company. They are clearly not 
legally nor. morally liable for property 
entirely destroyed by earthquake—losses 
clearly and directly traceable to that cause, 
whether their policies contained the earth- 
quake clause or not.* * * 

It is undoubtedly true that the extent 
of the earthquake damage can never be 
definitely or accurately established; it 
was an awful disaster and all fair-minded 
and unprejudiced men admit this fact. 


That the insurance companies were war- 
ranted in claiming a certain depreciation 
to property on account of the earthquake 
damage, there can surely be no question. 
The unprejudiced man, familiar with 
the facts, would I think, unquestionably 
admit a tremendous depreciation from 
this cause—an actual depreciation I mean, 
from a commercial standpoint. 

The damage to property in San Fran- 
cisco by the earthquake, was of the same 
character practically as damage from 
tornado, in our own western states. ‘Those 
of us who have adjusted claims under 
tornado policies can readily appreciate 
the situation. As we all know, in cases 
of partial loss, if the building is thrown 
out of plumb only a few inches, or is 
moved in the slightest degree on its founda- 
tion, or the floor joists show they were 
started half an inch, or the plastering is 
off the ceiling, or the walls show the 
slightest crack, as a result of a wind- 
storm, we are generally called upon to 
pay liberally for the estimated damage. 
The uncertainty of the strength and sta- 
bility of the building after the racking by 
windstorm, and the impossibility of its 
sale except upon a large discount from 
its real value before the storm, is the 
argument commonly used and for which 
generally full credit is given by the com- 
panies in settlements of claims. 

In the case of the earthquake damage, 
stocks of goods, falling in confusion, 
broken and soaked with water from burst- 
ing tanks and pipes, soiled and mixed 
with plaster, crushed in the fall of timbers, 
etc., would have been subject to a de- 
preciation nearly equal to that of the 
buildings themselves. Any one of you 
who had stood with me among the ruins 
of that fatal disaster only a few days 
after its occurrence, and before the clear- 
ing away of the masses of debris, could 
not have failed to agree with me that had 
no fire whatever ensued, the deprecia- 
tion of San Francisco property from earth- 
quake damage alone, would have been 
very great. And I feel certain that public 
sentiment throughout the United States 
will ultimately, after the smoke has blown 
away, and the real facts are brought to 
light, approve the stand taken by those 
companies who fairly and honestly ad- 
justed their claims in San Francisco based 
upon a proper deduction, whether hori- 
zontal, perpendicular, oblique or other- 
wise, for prior damage of the earthquake. 
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Department of Life Insurance. 




















WAGE EARNERS INSURANCE BY GOVERNMENT OR CORPORATONS. 


WRITTEN FOR “ COLLIER’R WEEKLY” BY HENRY HI. PUTNAM. 


Shall wage-earners’ life insurance be 
done by private corporations or by gov- 
ernment? Louis D. Brandeis in his 
article in Collier’s of September 15 only 
touches upon this question, but the “rem- 
edy”’ which he suggests for the high cost 
of wage earners’ insurance is to my mind 
a mere temporizing with the real issue. 

Wage earners-—better known as in- 
dustrial or weekly premium life—insur- 
ance is in its essence a social economic 
question and deserves to be treated as such 
by public spirited citizens and students of 
American democracy. In this country— 
up to the present time at least—it has 
been considered mainly as a_ business 
proposition. As Mr. Brandeis says, the 
conduct of this insurance by business 
corporations has been exceptionally free 
from scandal and abuse. I can attest 
the truth of this statement from twenty 
years’ study and observation of life in- 
surance corporations 

The demand for wage earners’ insur- 
ance was not created by life insurance 
companies, although it may be stimu- 
lated, cultivated and promoted by the 
canvass of the solicitor. So long as the 
demand exists business corporations (stock 
or mutual) will endeavor to supply it in 
the way that it is now supplied. Every 
student of wage-earners’ or industrial 
insurance will probably be forced to con- 
clude that under the present system, 
with the conditions which must be met 
there is very little opportunity for a de- 
crease in cost. It may be possible, through 
newly-invented plans of economy in ad- 
ministration, to reduce this cost in some 
degree, but not so materially as to bring 
the expense of insurance to wage earners 
anywhere near the price to those who 
buy on the yearly payment plan. 

Faced by this inevitable conclusion, 
therefore, Mr. Brandeis suggests that 
wage-earners’ life insurance be attached 
to savings banks, indicating the way he 
would have the insurance done and the 
expected advantages. 





Fundamental Difference Between Savings Banks and 
Life Insurance Companies. 


I shall not undertake to say that Mr. 


Brandeis’ plan is impracticable, but will 
present some of the conditions which 
will have to be met in creating a new sys- 
tem of wage-earners’ insurance through the 
channel of savings banks. 

In the first place there is a striking 
fundamental difference between the sys- 
tems of savings and insurance. A man 
making a deposit in a stocking creates a 
savings bank; a man depositing a weekly 
premium in a stocking does not create an 
insurance company. ‘The business of 
the savings banks is to hold a sum deposited 
safe and secure, to be returned to the de- 
positor upon his request. This is a 
simple and inexpensive service. The suc- 
cess of a savings bank does not depend 
materially upon the number of depositors 
who patronize it. 

Upon the other hand an insurance com- 
pany which deals with average death 
rates, the pooling and collecting of funds, 
depends primarily for its success upon the 
number of purchasers contributing to 
the plan. 

Insurance is, therefore, essentially a 
business of risk and hazard, especially 
in the case of wage-earners’ insurance 
where the mortality comparatively speak- 
ing is uncertain and irregular. In the 
savings banks hazard and risk is elimi- 
nated to the last degree. Even though 
a permissive law were passed, such as 
Mr. Brandeis suggests, it is quite doubt- 
ful if the savings banks themselves would 
attach to their business the risk and haz- 
ard of wage-earners’ insurance. 

According to the plan proposed by Mr. 
Brandeis, the savings banks, if they did 
this insurance, would issue policies only 
to those who voluntarily applied for them, 
thus eliminating the expense of solicita- 
tion and collection. I believe a test of 
the plan would prove that these volun- 
tary applications would be insufficient 
to create the average necessary to estab- 
lish life insurance on a sound and safe 
basis. Insurance is a question of aver- 
age, depending upon the number of lives 
involved. If the number is insufficient 
the business becomes so hazardous as to 
be purely speculative. 

Mr. Brandeis says that the cost of 
weekly premium insurance is double that 
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purchased upon the annual payment plan. 
This is true. There are fifty-two col- 
lections and entries in the former plan 
to one in the latter. He proposes and 
expects, as I understand, that his savings 
bank remedy will bring the cost of wage- 
-arners’ insurance down to about the same 
as that of annual premium insurance by 
eliminating solicitation and depending 
wholly upon the voluntary act of wage 
earners for the original application and 
for the continued payment of the weekly 
premium. 

But ij on the voluntary plan the number 
of lives which the savings banks engage 
to indemnify is so small as to create a 
hazard amounting to speculation, then 
the banks, in order to remove that specu- 
lative hazard, must induce by solicitation 
a sufficient number of people to insure and 
continue payments to create a healthy body 
of average lives. When they do that 
they merely get back to where the life in- 
surance corporations, stock and mutual, 
stand today. 

We are not dealing with guesses in this 
matter or with untried propositions, but 
with well known characteristics of human 
nature. Therefore, may we not say 
right here that our reform, if there is to 
be reform, must be directed, not toward 
devising a plan, but in educating the wage 
earners up to habits of thrift and economy 
which will lead them to purchase insur- 
ance upon the annual plan? 

This, in fact, is being done right along. 
The companies which supply weekly 
premium insurance also issue policies 
upon the annual payment plan, and in 
constantly increasing numbers _ policy- 
holders in the wage-earners’ class are 
transfering their insurance to the annual 
plan. To Mr. Brandeis, however, this 
may not be a remedy, for in annual pre- 
mium insurance there is a large and con- 
tinuing cost due to solicitation. He has 
said elsewhere that he thinks the solici- 
tor unnecessary in any form of life insur- 
ance. In short, he believes that all life 
insurance can be done on the voluntary 
plan, but this is where his whole propo- 
sition breaks down, for experience in 
America has shown that enough people 
will not voluntarily associate themselves 
together continuously to make a safe and 
secure life insurance company. 





Government Insurance. 


In concluding his article, Mr. Brandeis 
says, “the question is merely whether the 


remedy shall be applied through properly 
regulated private institutions or whether 
the state itself must enter upon the busi- 
of life insurance.” 

In my opinion we may throw out at 
once the possibility of substituting for 
the present plan any other plan of wage- 
earners’ insurance conducted by pri ate 
corporations, and come to the real issue 
of government wage-earners’ insurance. 

As I have pointed out, the defect in 
Mr. Brandeis’ plan is that it depends 
for success upon voluntary applications. 
That defect can be overcome only in two 
ways: one is by soliciting applications 
and collecting the weekly premiums, 
as done by the business corporations 
transacting this insurance; the other is 
by law, as is now done in Germany under 
the paternal system. 

Germany compels its wage earners 
to be insured, and the premiums to cover 
the cost are collected from employers 
of labor, partly paid by the employers 
and partly deducted from the wages 
paid to workman. There is a compul- 
sory tax upon the property-owner and 
upon the wage earner to maintain this 
elaborate and far-reaching system. 

I have long entertained the view that 
compulsory government wage-earners’ 
insurance would become a political issue 
in this country. One _ great political 
party has already placed a workingmen’s 
plank in its platform. The question is 
one which is bound to arise and which 
the country must eventually face, since 
insurance, particularly wage earners’ in- 
surance, is a social economic question. 
When it does arise as a political issue it 
will be a momentous one. It may be- 
come part of the program of a party com- 
mittee to socialism. This issue cannot be 
avoided by attempting to do wage-earners’ 
insurance through private corporations 
upon a plan which must inevitably fall by 
weight of its own inadequacy. 

The savings bank substitute is a mere 
expediency. Where freedom of patron- 
age exists weekly premium insurance will 
inevitably cost more than annual payment, 
whether done by life insurance companies 
or by savings banks. In one way only 
can the cost of solicitation be eliminated, 
namely, by the government’s compelling 
wage earners to insure and devising a 
system for collecting the tax to maintain 
the insurance fund with or without the 
wage earners’ knowledge and _ consent. 

It may be many years before we have 
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yovernment insurance, but it would be 
folly to blind our eyes to the tendency 
of thought and events. When we are 
faced by this problem we shall ask our- 
selves, as we do in the case of the pro- 


posed government ownership of rail- 
roads, Do political conditions warran- 
the taking on of this business by the gov- 
ernment, and if so, can it be done at less 
cost than by private corporations ? 








COMPARING SAVINGS BANKS WITH LIFE INSURANCE. 








In another article is taken up in a gen- 
eral way the contribution by Louis D. 
Brandeis in “Collier’s Weekly” favoring 
the doing of industrial or weekly premium 
insurance by savings banks, on the theory 
that if would be cheaper to the wage 
earner. There are one or two points 
touched upon by Mr. Brandeis in his 
article which deserve additional treat- 
ment. 

He makes a comparison, for instance, 
between savings banks and _ industrial 
companies in the following way : 

If a man beginning with his twenty-first birth- 
day, pays throughout life fifty cents a week into 
a Massachusetts savings bank, and allows these 
deposits to accumulate for his family, the sur- 
vivors will, in case of his death at this average 
age of 614 years, inherit $2,265.90 if an interest 
rate of 34 per cent. a year is maintained. 

If this same man should, beginning at age 
twenty-one, pay throughout his life the fifty 
cents a week to the Prudential Insurance 
Company as premiums on a so-called “‘indus- 
trial’’ life policy for the benefit of his family, the 
survivors would be legally entitled to receive 
upon his death at the age of 61} years, only 
$820. 

If this same man, having made his weekly 
deposit in a savings bank for twenty years, should 
then conclude to discontinue his weekly payments 
and withdraw the money for his own benefit, he 
would receive $746.20. If, on the other hand, 
having made for twenty years such weekly pay- 
ments to the Prudential Insurance Company, 
he should then conclude to discontinue payments 
and surrender his policy, he would be legally 
entitled to receive only $165. 

This is stating only half the case, If 
a man at age 21 should pay 50 cents a 
week into a savings bank for one year 
and then die, his heirs would receive 
about $26. But if he paid 50 cents a 
week for one year to the insurance com- 
pany and died, his heirs would receive 
$840. This completes the picture and 
shows conclusively why insurance com- 
panies do what savings banks cannot do 
and savings banks do what insurance 
companies cannot do. Insurance com- 
panies cannot pay the insurance and ac- 
cumulate the principal. Banks cannot 
accumulate the principal and pay the in- 


surance. You cannot have your cake 
and eat it too. 





Here is another statement made by 
Mr. Brandeis in regard to expense. 

In the year 1904 the average expense of man- 
agement of these five companies (including both 
the ordinary life and the industrial departments) 
was 37.21 per cent. of all premium receipts. 
Premium receipts of insurance companies cor- 
respond to deposits of savings banks. In the 
same year the percentage of management ex- 
penses to deposits made during the year of the 
188 Massachusetts savings banks was 1.47 per 
cent. 

The fact of this wide difference in ex- 
pense ratios indicates of itself a radical 
difference between premium receipts and 
deposits. A bank merely takes a de- 
posit and holds it safe, to be returned to 
the depositor when called for. The ex- 
pense incidental to that service is small. 
The insurance company on the other hand 
is a vast collection and distribution agency, 
constantly in operation, requiring mul- 
tifarious detail of work and adaptability 
to the needs and conditions of the people 
it tries to serve. There can be no com- 
parison of expense between deposits of 
savings banks and premiums of insur- 
ance companies. 

Mr. Brandeis admits there is a_ risk 
involved in insurance not present in sav- 
ings banks and says, “This circumstance 
does not by any means wholly destroy the 
significance of the foregoing comparison.” 

But if it partially destroys their signi- 
ficance it seems to us to throw them wholly 
out of gear. If comparisons are to be 
made we must compare the same things 
and not things partially different. 


Discussing the profits made by stock 
companies doing industrial insurance. Mr. 
Brandeis says 

The capital of the Prudential has been swelled 
from $91,000 to $2,000,000 out of the premiums 
exacted from workingmen—so that now the com- 
pany, while paying nominally a 10 per cent. divi 
dend, in fact pays to its stockholders in divi 
dends each year an equivalent of 219.78 per 
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cent. on the cash actually paid in on the capital 
tock. The cavital of the Metropolitan, Vike- 
wise, has been swelled out of wage-earners’ 
premiums from $500,000 to $2,000,000, so that 
now the company, while paying nominally a 7 
per cent. dividend, in fact pays to stockholders 
each year an equivalent ot 28 per cent. on the 
cash actually paid in on the capital stock. 

It is true that the profits to stockholders 
in these companies are large. So are the 
profits in other big corporate undertakings. 
The original stockholders in these com- 
panies cast their fortunes upon an un- 
known and uncertain sea. The officers 
labored for many years without unusual 
reward. Like other business enterprises 
growing to vast proportions as the outcome 
of early zeal and industry, great rewards 
have come to the original investors and 
to the officers who built them up. 

There is nothing extraordinary or un- 
usual about this fact. It is extraordinary 
and unusual that while these companies 
are private corporations, owned and con- 
trolled by their stockholders, some mil- 
lions of money have been voluntary paid 
by them in dividends to policyholders, 
not as a charity, but for reasons of good 
business policy. 

These profits are possible because of 


the immense business done. The _per- 
centage of profit derived from the pat- 
ronage of each policyholder is so small 
as to be practically no factor in the ques- 
tion of cost and economy. 


Here is a statement made by Mr. Bran- 
deis which will bear analysis. He says 
that in 15 years “the workingmen of 
Massachusetts have paid $58,285,744 in 
industrial premiums to these three com- 
panies and received back in all only 
$19,881,353.” 

Here again the whole story is not told. 
To the nearly $20,000,000 paid back 
must be added the accumulated assets 
and reserves of this business which will 
be paid back as the claims mature. Life 
insurance being a system of averages, 
does not work out its end in a day. In- 
dustrial insurance has grown so rapidly 
in the last twenty years that receipts have in- 
evitably largely exceeded the outgo for claims. 

As time goes on the outgo to policy- 
holders will increase more rapidly than 
the receipts and a condition will eventually 
be reached where the two will about 
equal each other. 








WHAT THREE AMERICAN ACTUARIES DID FOR LEGISLATION. 








Three American actuaries had ‘a direct 
influence in shaping the Armstrong legis- 
lation enacted in New York. Miles M. 
Dawson, who acted as actuarial counsel 
for the committee, Edward E. Rhodes, 
of the Mutual Benefit, and Archibald 
Welch, actuary of the Phoenix Mutual. 
The last two represented the Actuarial 
Society of America and to their advice 
is due material modifications of the pro- 
posed Armstrong legislation before its 
final passage. 

To Mr. Dawson, according to his tes- 
timony before the Committee on Ju- 
diciary at Washington, was confided the 
first draft of a bill following the closing 
of the hearings of the Armstrong Investi- 
gation. Here is what Mr. Dawson 
says: 

*“*Senator Armstrong, as chairman of the com, 
mittee, confided to me, at Mr. Hughes’s request 
the drawing of the original suggestion of amend- 
ments to the New York laws because of the fact 
tnat I was familiar with that legislation genet- 
ally, and, of course, the first draft might be con- 


sidered a mere framework for the real task. 
That work was started about December 15 and 


finished about January 10, and consisted simply 
of the amendments that I thought absolutely 
necessary and which were along lines and prin- 
ciples that, according to my own view, were 
such as ought to he covered. 

“‘T may say, as has already been stated pub- 
licly since the committee has reported, that those 
original suggestions did not contain a single limi- 
tation except the limitation upon the investment 
of life insurance funds in stocks. Having done 
this, the committee turned over to me the limi- 
tations that they had already determined upon, 
two of which the committee of actuaries recom- 
mend you to adopt. ‘The limitations, the one 
of them on the contingent reserve, tor instance— 
it means merely that an earnest effort was made 
in connection with the limitations to so frame 
them that they would not cripple and ruin the 
prospects of life insurance companies operating 
in a proper manner throughout the country. 
Then, the suggestion was made by Senator Arm- 
strong that we take this work as a basis and 
make a code, and from January 19 or 12 or 15, 
in that neighborhood, on until the Ist of Feb- 
tuary, perhaps for two or three weeks, I was 


1? 


engaged with Senator Armstrong in that work. 





The bills were very materially enlarged 
from the original draft made by Mr. 
Dawson, according to his testimony, before 
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the report was made and the bills intro- 
duced in the New York legislature. Fol- 
lowing that the famous hearing occurred 
at Albany at which the insurance inter- 
ests were heard. Among those repre- 
sented at that hearing was the Actuarial 
Society of America. 

Following the Armstrong report a con- 
ference of actuaries was called in New 
York at which twenty-six were present. 
After an extended debate a unanimous 
opinion was reached as to which features 
of the Armstrong measures should be 
opposed and which favored. A com- 
mittee of seven consisting of Messrs. 
Barker of the Penn, Gore of the Pruden- 
tial, Moir of the Provident Savings, 
Rhodes of the Mutual Benefit, Sartelle 
of the State Mutual, Torrey of the Man- 
hattan, and Welch of the Phoenix Mutual, 
was appointed to confer with the Arm- 
strong committee in regard to the pro- 
posed legislation. 

Mr. Welch was made chairman of this 
committee which held a number of ses- 
sions in New York and Albany, and went 
very thoroughly into the changes which 
it seemed desirable to have secured in the 
bills. When the public hearing was 
given by the Armstrong committee at 
Albany, all members of this committee 
spoke upon various points in the bill which 
seemed to require criticism. Afterwards 
Messrs. Welch and Rhodes were selected 
to appear before the Armstrong committee 
in private session and discuss at greater 
length the changes which were desired. 

According to President Weeks of the 
Actuarial Society, “very great credit 
is due to these two actuaries for the ma- 
terial improvements which were made in 
the bill after the various hearings. I 
wish especially to put upon record an 
expression of the highest appreciation 
of the services of Mr. Rhodes.” 

The advice of these two actuaries very 
largely superseded that of Mr. Dawson 
and in the final shaping of the Armstrong 
laws, Messrs. Welch and Rhodes had much 
more influence than Mr. Dawson. President 
Weeks sums up the work of the actuaries 
represented inthe society as follows: | #4 
F The following suggestions made by the actu- 
aries were adopted fully or partially in the final 
draft of the bills as passed: 

The restrictions as to distribution of surplus 
were made to affect companies of other states 
only so far as concerns their policies issued in 
the state of New York. 

The restrictions as to the amount of contin- 


gency reserve or undivided surplus which com- 
panies are to be allowed to hold were liberalized, 
and were confined to New York companies. 

The rule for minimum surrender values was 
made more rational and was confined to the 
companies of New York State. 

The attempt to dictate the relative loading in 
the premiums of Ordinary Life and other plans 
of insurance was abandoned. 

The drastic provision imposing an impracti- 
cable limit upon the expenses incurred in pro- 
curing new business was very greatly liberalized. 

The requirement upon the state superinten- 
dent to make triennial examinations of the com- 
panies was confined to New York State com- 
panies. 

The prohibition of participating and non- 
participating insurance by the same company 
was not imposed upon the companies of other 
states except as regards their business in the 
state of New York. 

Many of the suggestions regarding the stand- 
ard policy form were adopted. 

A careful study of the suggestions made by 
the actuaries and of the changes made in the 
bill shows that only one of the cardinal criticisms 
of the actuaries was disregarded—this being 
their objection to the prohibition of deferred di- 
vidend business. The work of the actuaries 
was a very great element in the transformation 
of the proposed legislation from its original im- 
practicable form to a form which is at least 
workable; and I feel that this great practicable 
achievement by a body of professional men is a 
matter for just pride—a crowning glory in the 
life of our beloved society. 





NOT OPPOSING LEGISLATION. 











The Boston “Post” of October 15, speaking 
of Louis D. Brandeis’ proposition to have 
weekly premium or wage-earners’ insurance 
done by the savings banks, has this to say: “Of 
course, these privileges for our working people 
cannot be secured without great opposition. 
The companies which now do the business may 
be expected to fight strenuously all legislation 
looking to a change whereby they would lose 
their stupendous profits of extortion. But in 
the interest of the great mass of our wage- 
earners, it is a reform worth striving for.” 

We feel very sure that the companies will not 
oppose legislation to allow savings banks to do 
this form of insurance. If they were really op- 
posed to such legislation, they know that the 
quickest way to get it enacted would be for 
them to appear against it or to be found secretly 
opposing it. 

The fact is that the companies would be glad 
to have the savings banks proposition tried, they 
would like to have some one discover a way in 
which insurance for wage-earners can be done 
more cheaply than at present. They are un- 
willing, from their own experience, to take the 
risk themselves, and would be glad to have the 
savings banks try the experiment. 
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MUTUAL COMPANY INSURANCE ELECTIONS IN NEW YORK STATE. 


Standing of the Campaign at the Time of Voting—Revolt Among Mutual Life’s 


Manager’s and Agents. 





From Oct. 12 until Dec. 18 the policy- 
holders of the Mutual and New York 
life insurance companies will have an op- 
portunity to express their preference for 
opposing boards of directors in accord- 
ance with the  recently-enacted Arms- 
strong laws. Three lists of boards of 
directors have been mailed to policyholders 
of the Mutual Life inviting their fran- 
chises, and two lists to the policyholders 
of the New York Life. 

In the case of the New York Life there 
is a clean cut contest between the “Ad- 
ministration” ticket and that offered by 
the so-called “International Policyholders’ 
Committee,”” which, as we have before 
pointed out, is not strictly a committee 
of policyholders in the New York Life, 
but is comprised of a group of men, some 
policyholders and some who are not, who 
desire to secure control of the two com- 
panies on behalf of the interests which 
they represent. 

The contest has been conducted with 
the greatest publicity and to those who 
have made an intelligent study of the 
matter the issues are quite clearly defined. 
There is comparatively little interest in 
the New York Life election, but in that 
of the Mutual the greatest concern is felt, 
particularly since it has developed into 
a three-cornered fight, thr: ugh the throw- 
ing in of a third ticket backed mainly 
by important agency interests identified 
with the Mutual Life. 

The lateness with which this third ticket 
was brought into the field, was due almost 
entirely to the secrecy of the International 
Policyholders’ Committee in withholding 
from publication the names of its nominees 
until the very last moment, and as it was 
the prime object of the movers back of 
the third ticket to make a combination 
of Administration and International tickets, 
the third ticket could not be formulated 
until both were known. The admin- 
istration ticket has been known for some 
time, owing to the obligation imposed by 
the law for filing this ticket two months 
in advance of any other. 

At the very inception of the contest be- 
tween the administration of the Mutual 
Life and the International Policyholders’ 


Committee, it was suggested that the 
course most beneficial and least expensive 
to policyholders was to combine the selec- 
tions of both into one ticket, thus retain- 
ing on the board some of those identified 
with the administration and putting in a 
substantial representation for those who 
claimed to be representing policyholders. 
It now appears that tenders to this end 
were made to both sides, but without pro- 
ducing the desired results. In fact it never 
seemed at all probable that the conces- 
sions which either side desired to make 
would meet with the approval or accept- 
ance of the other. 

Those who favored a combination, 
therefore, seem to have quietly bided their 
time until the nominations for both sides 
were filed, and then made up a “fusion” 
ticket comprised of fifteen of those named 
on the administration ticket, fifteen named 
on the International Policyholders’ ticket 
and six additional names not appearing 
on either ticket. The administration 
trustees selected represent in every case 
the new blood which has been injected into 
the company since the discrediting of 
the McCurdy regime. Those omitted 
are the so-called McCurdy trustees. 

The six names not on either ticket 
included in the fusion ticket are as follows: 
Charles E. Hughes, counsel for the Arm- 
strong Committee; George T. Dexter, 
second vice-president and superintendent 
of the company’s domestic agency depart- 
ment, Henry E. Duncan, superintendent 
of the foreign department; Biscoe Hind- 
man of Louisville, and Frederick O. 
Paige, Detroit, general agents of the 
company, and John D. Wanamaker, the 
Philadelphia merchant. 

Among the administration nominees 
on the fusion ticket are George O. Peabody. 
president; Emory McClintock, vice-presi- 
dent of the Mutual Life and William H. 
Lambert, general agent of the company in 
Philadelphia. Two other insurance men 
Charles A. Hopkins, formerly general 
agent at Boston and T. Reid Fell, a gen- 
eral agent of the company in New York, 
are taken from the International Policy- 
holders’ Committee. 

This makes a ticket upon which are 
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placed eight practical and experienced 
insurance men. The balance are business 
men and financiers. 





As concerns the character of the names 
upon the respective lists, we do not see 
any choice. All contain well known 
men who can be trusted to administer the 
affairs of a financial institution like a life 
insurance company. This contest, how- 
ever, is not concerned so much with the 
tickets as with those who have prepared 
them and who back the movements. 
This certainly is the point of view which 
the managers of the International Policy- 
holders’ Committee have taught us to 
take. They have opposed the adimin- 
istration ticket not for itself alone, but for 
what it was claimed to represent. 

The International Policyholders’ Com- 
mittee had its origin in a financial Napo- 
lean representing a clique opposing that 
which they claim controls the life insur- 
surance companies. The contest, there 
fore, so far as the administration and the 
International Policyholders’ Committee is 
concerned, is merely one of control be- 
tween two opposing financial interests. 
If we were a policyholder and had to choose 
between the two we should select that 
which is “in,” for the simple reason that 
the present administration has demon- 
strated its power and its purpose to effect 
economies in management. 

It is known what the present administra- 
tion can and will do. What would happen 
if the opposing financial forces gained 
control cannot be predicted. The man- 
agers of the International Policyholders’ 
Committee say that the administration 
must be thrown out in order that suits 
may be brought against officers and di- 
rectors to recover moneys unlawfully 
diverted. This they promise to do. But 
the present administration is trying to do 
the same thing, perhaps not in precisely 
the same way in which the International 
Policyholders’ Committee would do it. 

But the recovery of money from a past 
discredited management is of least im- 
portance to policyholders. It is the future 
which concerns them. If the International 
Committee ticket were elected it might 
be free and even reckless in its attempts 
to harass and pursue a past management, 
but there would be no one on hand to 
pursue and harass the new management 
for what it may do with the funds of 
which it would thus obtain control. 

The issue is not what administration 





will best punish and pursue the officers 
who have been deposed, but which will 
in the future best manage the interests 
of the company. It seems to us that the 
future of these companies might be seri- 
ously jeopardized if an entirely new board, 
such as is proposed by the International 
Committee, and backed by the financial 
and political interests which have incited 
the movement, were in control. The 
present administration is demonstrating 
its susceptibility to public opinion and is 
effecting economies. What guarantee is 
there that if the International Committee 
came into control there would not ensue 
in the future management a financial de- 
bauch compared with which past de- 
linquencies would pale to insignificance. 
The International Policyholders’ Com- 
mittee is not to be judged wholly by the 
names which are on its list, but by those 
who will be the controlling powers back 
of that board of directors, and they must 
be judged by their public record, by their 
affiliations and by their business methods. 

The Administration is better than the 
International ticket, but, in our opinion, 
the fusion ticket is better than either. It 
is better because if elected it will insure 
that the control of the finances of the com- 
pany will fall into neither one financial 
clique or another. Moreover, going back 
to the question of judging the ticket by 
what is back of it, we have here what seems 
to be the most legitimate motive and in- 
terest, namely, the election of a board 
which will represent the insurance men 
who are interested in the welfare of the 
company. This ticket has back of it 
with greater emphasis than either of the 
others the policyholders’ interest, for the 
general agents and insurance men in the 
company appreciate and understand better 
the needs and desires of the policyholders 
with whom they come in daily contact. 
It has back of it moreover an easily de- 
fined and legitimate self interest shown 
by the general agents of the company who 
have helped to build it up and whose stand- 
ing in the communities in which they re- 
side depends upon the way in which the 
company is administered. But if the 
fusion ticket shall result in the defeat of 
the adminstration ticket and the success 
of the International Policyholders’ ticket 
we shall regret it. 





This revolt among the general agents 
of the Mutual Life is the most interesting 
factorin the whole situation. If the agents’ 
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ticket shall win it will not be the first in- 
stance’ in the history of life insurance 
companies where the agents have shown 
their ability to control and direct the re- 
sult of elections. It is evident that the 


feeling among Mutual Life agents in re- 


gard to the ticket which they have put 
in the field is very strong, and that the 
attitude of the company in trying to swing 
them into line under pressure has increased 
and not diminished the intensity of the 
feeling. Several agents were discharged, 
but others did not wait for the ax to fall, 
but handed in their resignations, among 





EDWARD O. SuTTON, SPRINGFIELD, MAss., 
Who resigned to express his own convictison 
without dictation. 


them Edward QO. Sutton of Springfield, 
Mass., who sets forth the position of the 
general agent in the following remarkable 
letter to President Peabody: 

‘Referring to your telegram of the 20th, in 
which you state that all persons connected with 
this company are called upon to sustain the 
administration ticket of nominees for the board 
of trustees wholly and unreservedly, and your 
statement in our interview of the 25th, that it is 
mandatory upon managers to electioneer for 
the administration ticket actively and positively, 
I feel compelled to intorm you that such a course 
is not in harmony with my convictions as to the 
interests of the company, nor my ideal of the 
position of manager, nor my conception of my 
rights as a policvholder, nor my understanding 
of an honest election by policyholders of trustees 
to care for their property. 

“‘Re-election of those trustees who served 
with Mr. McCurdy now in nomination, mainly 
by force of subordinates acting in fear of dis- 
missal from their positions, would harm the com- 
pany more in my opinion than all that has gone 


before under their administration. A manager 
paid with policyholders’ money to get business 
for the company would belittle himself to use 
his time largely electioneering for trustees seek- 
ing to re-elect themselves by such methods. I 
am unwilling to call upon my agents to do that 
which I am not willing to do. 

*“When I became manager, I did not under- 
stand that I was to surrender my rights as a 
policyholder in the selection of trustees, although 
I desired in all proper matters to be obedient 
and loyal to my superior officers. I believe 
policyholders have a right to expect from a mana- 
ger or agent his unbiased judgment, on matters 
pertaining to their welfare. What other con- 
venient avenues of information has a policy- 
holder it these are obstructed with self-interest ? 
Why should the trustees who served with Mr. 
McCurdy present the spectacle of desperately 
striving to re-elect themselves, unless there is 
some underlying motive that unfits them for 
the position ? 

“The discharge of three of the company’s 
managers on account of their personal convic- 
tions as to the best ticket to support seems 
wrong! I had hoped for a different attitude on 
the part of the administration. My confidence 
in the company, which being interpreted means 
the policyholders, is strong. I stood by the com- 
pany through the trials ot last year in the con- 
fidence that the policyholders would set things 
right when election time arrived and would have 
a clear opportunity to do so. 

“‘As my convictions bring me in conflict with 
the course of the administration in a matter more 
vital to policyholders than any other, I tender my 
resignation as manager, in accordance with the 
terms of my appointment.” 

Edward O. Sutton. 


LOWER PREMIUM RATES? 


The present premiums of the Life Insurance 
Companies are based on certain assumptions as 
to mortality, interest and expenses. So far as 
the mortality element is concerned, it is gener- 
ally conceded that the companies can show 
little, if any, improvement. The rate of interest 
is likely to decrease rather than increase, espec- 
ially as the trend ot legislation is to restrict the 
companies in the matter of investments. The 
effect of these restrictions will be to create a 
select class of investments, which will be put 
out by bankers and others at reduced rates, 
simply because they will have to be purchased 
by Life insurance companies and Savings 
banks. In the matter of expenses, there is room 
for improvement and the improvement will be 
made, but it is a question whether expenses can 
be reduced so as to offset the decline in interest. 

There is not the slightest prospect that the 
premium rates will be reduced ; on the con- 
trary, there are some who believe that with a 
further reduction of interest the rates of the 
companies will have to be increased. In anum- 
ber of companies—some large—some of medium 
size—and some small—the lot of the policy- 
holder will be better and their insurance may 
cost them less,—not by a reduction in rates, 
but by an increase in dividends, which will 
result from the economies which will be intro- 
duced when less money is paid for the expres- 
sion of ambition and more for the things that 


benefit the stockholders.—‘ Travelers Record. 
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LIFE INSURANCE EARTHQUAKE AND ITS EFFECTS ON BUSINESS. 





Rurus W. WEEKS BEFORE THE ACTUARIAL SOCIETY OF AMERICA. 


We life insurance men feel somewhat 
as if we had been through an earthquake, 
and, like the San Franciscans of today, 
we cannot help asking ourselves—What 
of the future? What of the near future, 
and what of the far future? Will such 
shakings recur, and what will the end be ? 
Will this new impulse of the state, to in- 
terfere in corporation matters, go on and 
extend, and will the interference become 
more and more drastic, and to what final 
state will the impulse drive the institu- 
tion of life insurance? Or, will the in- 
stitution itself some time be brought to 
an end? 

To you it is not necessary to say that 
life insurance exists for a certain definite 
object, and that that object is not the pay- 
ing of salaries to officers. It is not even, 
as the heathen vainly imagine, the paying 
of dividends to policyholders. Life in- 
surance is an economic device, the func- 
tion of which is to divert certain quanti- 
ties of food, clothing and shelter from 
those who would not suffer from want 
of such quautities, to a certain section of 
those who would. Such is its purpose 
in the life of the world: but life insurance 
is a method indirect, cumbrous and in- 
complete of fulfilling the economic need 
it purports to meet. Another method 
of carrying on this economic function may 
without difficulty be conceived of—a 
method which would be complete, simple 
and direct. This being so, it is likely 
that such a method will sooner or later 
supplant the present crude device known 
as life insurance—as likely as that when 
an inventor had once thought out a simple 
machine, it would drive out the clumsy 
machine of his first devising. 

What I have said of life insurance is 
equally true of all corporations; corpora- 
tionism itself is an indirect form of organ- 
ization for the production of the things 
needed by the people of the country, and a 
very indirect and cruelly incomplete device 
for distributing the things made to those 
who need them. It is easy to conceive a 


method by which the things needed could 


be made by concerted action of all and 
be distributed by a rule which should 
leave out no one. There are of course 
many objections to such an imagined 
method, but it is not likely that these ob- 
jections will permanently avail to prevent 
its being brought into action. They will 
sooner or later be broken down by the 
pressure, more and more overwhelming, 
of that vast mass who will conceive that 
they are to be bettered by the change, 
reinforced by the lovers of order and of 
justice who feel that a working system 
embodying the principles of justice and 
order could be set up and would last, 
given a strong enough determination. 

If, then, in the days to come, the Zeit 
Geist shall confirm this forecast, the ac- 
tuary, as he is now known, will cease to be. 
The expert in rates of mortality will still 
be needed, but hardly that special expert 
whose art is to combine pecuniary values 
with life probabilities. Still, it would 
be premature now to sing the swan-song 
of the actuary; the youngest of us will 
doubtless live out his time in life insurance, 
though he is likely to meet many an up- 
heaval before his career is over. As, 
in these doubtful days, we sometimes 
cheer ourselves with the thought that, 
when all is said, life insurance is really 
a blessing to mankind, so let us, as we 
look forward, believe that when life in- 
surance ceases, it will cease only because 
a greater blessing is ready to come in 
its place. 





Life insurance was taken long before the 
adoption of the tontine system and that it is 
now and has ever been popular in the torm in 
which it was originally conceived without the 
modern devices which give it a different charac- 
ter from its own is proven not only by the natu- 
ral and healthy growth of the annual dividend 
companies, but also by the enormous business 
of fraternal or assessment companies, which 
have insurance at risk in excess of the old line 
companies. Insurance will always be taken for 
its own sake and for the purpose originally in- 
tended — protection, and the object sought 
should be to secure that protection in the largest 
amount at the least cost, which is certainly im- 
possible under the tontine contract.—Henry T 
Bartow. 
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EDWARD E. RHODEs, 


Mathematician, Mutual Benefit Life Insurance Company. 


Edward E. Rhodes, mathematician of the 
Mutual Benefit Life, in charge of the actuarial 
department, is comparatively speaking, a young 
man, but one who possesses exceptional ability 
‘when it comes to determining safe lines upon 
which a company may extend its business. He 


| 
b ‘ ie ‘ 
[Was born in the city in which he now labors— 


Newark, N. J.,—Feb. 21, 1868. He commenced 
life insurance work, which was the foundation 
for his present high standing, when he was 18 
years of age, entering the mathematical depart- 
ment of the Mutual Benefit Life—of which he 
was destined to become the head—in 1886. 

To merit promotion after sixteen years faith- 
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ful service in this department meant no easy 
task. The actuarial department of many com- 
panies may be somewhat of a routine affair, 
having very little effect on the policy and destiny 
of the company, but such is not the case with 
the Mutual Benefit Life. No department of 
the company plays a more a part in 
shaping its destiny. It is in reality a school for 
the development of young actuaries, and a 
great deal of care is exercised in selecting its 
employes. 

It was in this department that Mr. Rhodes 
received his training, the instructor being the 
late genius in actuarial work, Bloomfield J. 
Miller. ‘To secure promotion in this depart- 
ment required exceptional ability. Mr. Rhodes 
proved equal to the occasion and was appointed 
assistant mathematician in 1902. At the begin- 
ning of 1905 he was appointed actuary of the com- 
pany, and upon the death of Mr. Miller in May 
of that year was appointed to his present posi- 
tion. 

Mr. Rhodes is highly respected in his pro- 
fession tor ability and sterling characteristics. 
To hii is due great credit for the work accom- 
plished by the committee ot actuaries in secur- 
ing amendments to the proposed drastic Arm- 
strong laws, as originally intended. The mas- 
terly manner in which he discussed the defects, 
and their effect upon the business in the future, 
betore the legislative committee in Albany, was 
widely commented upon at the time. During 
the fore part of this year, Mr. Rhodes appeared 
before the judiciary committee in Washington 
relative to the proposed Ames bill, and in tact 
was one of the principal speakers. 

Notwithstanding the work already performed, 
few who know Mr. Rhodes would hesitate to 
predict for him a still higher place in the council 
of the members of his profession. ‘The business 
needs young men of his caliber. 





DR. HALE ON LIFE INSURANCE. 








Here is our good friend Dr. Edward Everett 
Haie, Boston, an optimist of national reputation, 
chaplain of the United States’ Senate, who thinks 
there is something to be said on.the side of life 
insurance, showing that it has not all gone to 
the dogs. On the side of evil in life insurance 
Dr. Hale puts this statement: 

“Fully ten directors in life insurance com- 
panies have received salaries which they never 
earned and which they concealed as long as 
they could. There are several instances before 
the courts, where it seems certain to you and me 
that the securities which are really the property 
of the policyholders in life insurance companies 
have been wrongly used for private speculation.” 

Turning to the side for the good, he says: 

**Now, on the other hand, here is the first item 
in the good column. There are eight million 
families, more or less, in the United States. The 
death-rate, su called, among these eight million 
families makes it certain that in rather more than 
one million families on the average one death 
nas taken place in the last twelve months. In 
round numbers you might say that a million 
persons had died. In truth, it is rather more 
than that. Now we know how many of these 
families were relieved at the moment of family 


bereavement by the great life insurance system 
of the United States. There is an average dur- 
ing each year of one death-claim payment in 
every fifty families from the various organiza 
tions established for this purpose. The sum 
thus distributed for “death claims’ is more 
than two hundred and twenty-seven million 
dollars. 1 will take care to print at some length 
in another place the detail from which I take 
these figures. Very briefly, twenty-two million 
persons or families are at this moment interested 
in lite insurance. In the eastern and north- 
sastern states about one-half of the several fam- 
ilies are more or less interested in life insurance. 
To these families where death had entered in 
the last year two hundred and twenty-seven 
million doliars were distributed at the moment 
of most distress and need. 

“Is it not worth while to give a little thought 
to this side of the ledger, even though we have 
twenty or thirty narratives ot probable or pos- 
sible fraud upon the other side?” 








STATE INTERFERENCE. 





“The present theory is that the individual 
cannot know; that there must be a_ public 
guardian to protect his interests in life insur- 
ance. I quarrel with that theory, not the men 
that represent it. It is possible for all men 
who can read, write and ‘cipher’ to get a reason- 
ably fair knowledge of the subject, to know 
the facts and conditions surrounding any com- 
pany, and so be in a position to discriminate 
against the bad and accept the good. It 
may involve occasional individual loss and 
disappointment—the process of learning any- 
thing does expose us to that, as, for in- 
stance, when we buy food and raiment and 
houses and lands; but the state has not yet 
undertaken in these and other particulars 
to guard us against the consequences of our 
ignorance, inexperience or folly. 

“The state ought not to think for the indi- 
vidual. That is a degenerating process, dwarf- 
ing him intellectually, making him less of a 
man through misuse of his powers. Uusound 
in theory, supervision has not been justified 
by results. The recent legislative investiga- 
tion clearly showed that. It did nothing to 
correct abuses, gave no warning, punished no 
one for abuses of a great trust, was content to 
accept emoluments finally paid by the policy- 
holder for the pretense of protection. If it 
be said that this was the fault of one depart- 
ment and cannot be charged to the system, 
the answer is that the offending companies 
did business in every state in the Union. 

“In my view, the adequate corrective will 
be found in publicity, itself the result of a gen- 
eral knowledge of life insurance and the wise 
discrimination which the public will exercise 
when that knowledge is once attained. That 
at least this much of my view is being largely 
entertained is shown by the fact that several 
universities are establishing courses of instruc- 
tion on the subject, and in time a public opinion 
will be formed, based on knowledge which 
will be heloful to the good and destructive 
of the unstable and dishonorable institutions. ""— 
H. C. Lippincott before University of Michigan. 
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LIFE AGENT’S VIEW OF PRELIMINARY TERM VALUATION. 


Address of Minneapolis Agents to Committee of Fifteen When Meeting in That City- 





The Minneapolis Life Underwriters’ Asso- 
ciation believes that your recommendations 
will be a potent factor in forming public 
sentiment concerning life insurance interests 
and in shaping life insurance legislation 
in the near future. We, therefore, welcome 
the opportunity to place before you our 
views on the subject; and we speak as 
practical insurance workers and_ repre- 
sentatives, not of particular companies, 
but of legitimate life insurance as a whole. 

We believe that the interests both of 
the. public at large and of policyholders 
will be best served by confining legisla- 
tion to a few general and radical require- 
ments, leaving all details of management 
to the individual companies, with the largest 
measure of discretion consistent with the 
policyholders’ interests, and by “general” 
and “radical” requirements we mean 
those foundamental principles of man- 
agement which form its character and de- 
termine its nature. In our opinion, legis- 
lation adding or perfecting five such gen- 
eral requirements, together with our pres- 
ent insurance laws, will accomplish all 
that your committee wishes to effect. 
These five requirements are: 

First—A_ strict annual accounting of 
all surplus or dividends, all such funds to 
be carried as a definite liability until paid. 
This principle is now so generally recog- 
nized that we need not comment upon it 
except to emphasize the distinction be- 
tween “accounting” and “paying.” It 
is unnecessary ,and therefore unwise, 
to say by statute when surplus should be 
paid. ‘That is a proper subject for private 
contract so long as ownership of such 
funds is definitely vested where it belongs. 

Second—The most thorough publicity 
of all the material methods and results 
of management, including a detailed ex- 
pense and investment record, and a plain 
statement of the net results in cost of 
insurance. 

Third—Company management to Be 
strictly confined to the company officers 
acting solely in their capacity as officers 
of the company, without the use or in- 
tervention of any allied or subsidiary 
companies which may be used to evade 
official responsibility or screen graft and 
corruption. 

We believe this requirement to be most 





important and timely. Simplicity of or- 
ganization is: ever characteristic of cor- 
porate honesty; complexity gives, at least, 
a chance for dishonesty. The notoriously 
dishonest use of “construction companies” 
in railroad building and “investment” 
and “agency” companies in insurance 
and trust mismanagement are too well 
known to require further illustration. 

Fourth—The limitation of expenses 
by requiring the full reserve on each pre- 
mium collected to be kept intact, with- 
out the use of the “preliminary term” 
or “select and ultimate” plan, or any de- 
vice for shrinking the reserve fund in order 
to increase the fund for management 
expenses. 

It is generally conceded that the whole 
purpose of each of these latter plans is 
to increase the expense fund, and that 
such is the result of these plans is demon- 
strated by comparing the records of the 
companies using these methods with the 
results obtained by the ordinary full 
legal reserve companies. For instance 
during a typical year, four of the leading 
companies using the preliminary term 
plan had a management expense of an 
average of 38.48 per cent. of their total 
premium receipts, while the corresponding 
ratio of four well-known and not ex- 
cessively economical regular companies 
was 21.18. 

These two ratios are a fair measure of 
the relative expense results under the 
two systems, and this fact is enough to 
condemn the preliminary term or select 
an ultimate equivalent, unless some press- 
ing necessity requires the use of these 
methods in certain cases. Their de- 
fenders claim that this necessity does exist 
with new companies because these methods 
they say, are necessary to faciliate their 
promotion. 

The question raised by this defense 
is a fair one, and we propose to meet it 
fairly. We submit that the formation 
of new companies is a problem, not for 
policyholders, but for promoters. The 
idea that the security of policyholders 
should be decreased and the cost of in- 
surance increased in order to relieve 
promoters from the necessity of using 
their own funds to finance their schemes 
does not commend itself to our judgment, 
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and is not, in our opinion, in the interest 
of policyholders 

Suppose we apply this same principle 
to other forms of business. What would 
we say if a newly-organized savings bank 
corporation shé6ifd ask that the banking 
laws be amendeé so that they might use 
their depositors’ money without respon- 
sibility upon the: promoters and keep 
and pay themselves profit. 

We believe that the only safe and the 
only honest way to organize and promote 
a life insurance company is to place the 
burden and the responsibility upon the 
promoters and keep the policyholders’ 
reserve intact from the first. 

Fifth—The absolute prohibition of politi- 
cal contributions and the careful regulation 
of the investment of life insurance funds. 

We believe the latter point has not re- 
ceived hitherto the attention which it 
merits. Agents’ commissions and agency 
expenses will adjust themselves if insur- 
ance funds cannot be used by promoters 
and subsidiary companies and in Wall 
street methods of high finance. 

V. H. Van Styke, 

J. E. Meyers, 

C. W. Van Touyt, 

F. C. Burrs, 

S. A. SrocKWELL, 
Committee. 





Supplemental Report of Committee. 


In compliance with a suggestion of a 


member of your committee, we submit 
the following additional data in  sub- 
stantiation of our statement under clause 
4, to the effect that the “Preliminary 
Term” plan is for the purpose of increas- 
ing the expenses to the policyholders. 

‘Comparing ten leading “Preliminary 
Term” companies, viz.: The Conserva- 
tive Life, The Fidelity Mutual, the Hart- 
ford Life, the Illinois Life, the Interstate, 
the Minnesota Mutual Life, the Provident 
Savings Life, the Reliance Life, the Se- 
curity Mutual and the State Life of In- 
diana, with ten representative “Full Re- 
serve” companies, viz.: The tna Life, 
the Massachusetst Mutual, the Mutual 
Benefit, the New England Mutual, the 
Northwestern Mutual, the Penn Mutual, 
the Provident Life and Trust Company, 
the State Mutual of Massachusetts, the 
Travelers’ and Union Central, we find 
the following results: During the five 
years ending Dec. 31, 1905, the ten “Pre- 
liminary Term” companies used an average 
of 53 37-100 per cent. of their total pre- 
mium income for management expenses; 
during the same period the ten “Full 
Reserve” companies averaged 23 9-100 
per cent on the same basis. 

The “Select and Ultimate” is only 
another devise along the same line to re- 
duce the reserve which should be kept 
intact, and to increase the expenses; 
neither plan can be in the interest of 
policyholders. 





WRESTLING WITH LIFE 





INSURANCE PROBLEMS. 








Were he alive today, Mark ‘Tapley 
would certainly choose the insurance 
business for an occupation, as offering 
by far the largest opportunity for the 
exercise of his peculiar talent of being 
cheerful under distressing circumstances. 
If they were not such persistent opti- 
mists, insurance men would be driven 
to despair by the ubiquitous and fervent 
reformer. As it is, they are able to ex- 
tract a little humor out of the present 
distraction and turmoil. 

Such was the case: at a recent hearing 
before the recess committee of the Mass- 
achusetts legislature upon the “stand- 
ard policy.”” Readers of the Journal 
will recall that Commissioner Cutting 
in his annual report advocated quite 
strongly the enactment of standard policy 
forms, while the special commission out 


on codifying the insurance laws of the 
state spoke as vigorously against them. 
One part of officialdom thus offsets the 
other. 

The hearing was on “standard pol- 
icies,”’ but the subject was only incidental 
to a long drawn out and most amusing 
effort on part of the committeemen to 
get hold of the way in which an endow- 
ment premium is constructed. It hap- 
pened in this way. 

The only speaker to advocate a stand- 
ard policy was an agent of one of the 
Massachusetts companies. He __ intru- 
duced and proposed as the standard form 
which all companies must issue, a pe- 
culiar combination in use by his com- 
pany. At age 35 the ordinary twenty- 
year endowment premium is $51.90; 
for an additional sum of $1.83, the policy 














190 Journal of Insurance Economics. 








in question will pay, at death $1,000 
plus the amount of reserve necessary 
to convert a life policy into an endow- 
ment at age 55. The reserve on a 
whole life policy issued at age 35 will 
be $310,75 at the end of twenty years, 
leaving $689.25 to be supplied by the 
savings portion of the premium. Con- 
sequently, if the insured dies the twentieth 
year his estate will receive $1,689.25 and 
not simply the thousand dollars paid 
under the ordinary endowment policy. 

Now the agent-advocate made the 
preposterous claim that the additional 
$689.25 which his policy paid an! the 
other did not, was confiscated by the 
companies using the ordinary policy. 
The members of the committee were 
quick to seize upon this, and it is doubtful 
whether the combined efforts of the 
actuaries and insurance men_ present 


sufficed to clear the. matter up, although - 


the discussion ranged along for three 
hours or more. 

There was but little formality in the 
conduct of the hearing. The sponsor 
for the standard form had not spoken 
very long before he got into deep water 
and appealed to Actuary Sartelle of the 
State Mutual for assistance. Mr. Sar- 
telle answered his question, but holding 
the floor, said that he was not in favor 
of a standard policy, and least of all would 
he recommend this particular poilcy for 
that purpose. 

Mr. Sartelle made a strong point of 
the sufficiency of the Massachusetts sys- 
tem, which prescribes certain minimum 
details in protecting the policyholders’ 
interests, leaving the companies free to 
go as much beyond these limits as in- 
dividual underwriting opinion and _ skill 
may deem wise and desirable. 

Reginald Foster, for the New England, 
agreed that a standard policy would be 
a desirable thing from the company’s 
point of view, but that it would be im- 
possible to draw a form which would 
include all the variations desired by in- 
dividual insurers. He also pointed out 
that the final result of a standard form 
in Massachusetts would be the exclu- 
sion of Massachusetts companies from 
other states which had standards of their 
own. Oscar B. Ireland, actuary of the 
Massachusetts Mutual, said that there 
were many features of a policy concern- 
ing which experts disagreed. He _ in- 
stanced days of grace. Should they be 


allowed and if so with or without interest + 
He said that the circumstances surround- 
ing the making of loans to the policy- 
holders, the amount of such loans, and 
whether they should be made at any time 
or only upon some anniversary of the policy, 
were matters upon which it was extremely 
desirable that the companies be left 
free to work out their salvation, each 
in its own way. 

All the speakers were of the opinion 
that the adoption of standard forms 
would hinder further‘ development and 
set the business back. 

By this time, the opposition having 
had its innings, the introducer of the 
special brand of policy which he wanted 
to be the standard, undertook to say 
something more in its favor. He was 
asked to give the rate and values for his 
policy and similar information concern- 
ing an ordinary twenty-year endowment 
The latter policy at age 35 costs $51.90 
per $1,000 and gives this amount at 
death or maturity; the special policy 
at a premium of $53.73 gives $1,000 
at maturity but at death a sum varying 
from $1,000 the first year to $1,689 the 
twentieth year. 

The members of the committee en- 
gaged in a lively discussion with the ac- 
tuaries as to what became of this $689 
when a simple endowment was issued. 
The gathering broke up into little groups 
each around an excited individual with 
pencil and paper. One committeeman 
went off into a closet with an actuary 
while another fought it out with a news- 
paper man. 

Finally Actuary Dow of the New Eng- 
land secured attention and gave an in- 
teresting description of the genesis of 
the premium. He tried to make plain 
what pure endowment was, but the com- 
mittee obstinately refused to see why 
if 100 men started out they should not 
all be paid, instead of the 80 which sur- 
vive. They still believed that the com- 
panies which issue twenty-year endow- 
ment straight, make as a profit the ad- 
ditional amount paid under this policy. 
The fact that an additional premium of 
$1.83 is paid for this benefit being ignored 

The committee was carried away with 
the novelty of the proposition that $1.85 
was sufficient to pay for $689 of insur- 
iance. As a matter of fact this isn’t so. 
The endowment policy at $51.90 is a com- 
bination of pure endowment and term- 
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insurance, as everyone knows; the special 
policy which so delighted the committee 
is another sort of combinatién altogether. 
It consists of a life premium plus a savings 
deposit (no endowment at all) sufficient 
to supply $689.25 at the end of 20 years. 
This amount added to $310.75, the re- 
serve on the life policy at twenty years, 
makes just $1,000. 

If the holder of the two contracts dies 
at any time during the twenty years his 
estate receives the thousand dollars pro- 
vided by the life policy, plus the amount 
of his savings deposit for that particular 
year. He would get exactly the same re- 
sult if he bought the life policy only from 
the company at a premium of $27.65 
and put the difference in a savings bank. 
Observe too, that if he lives (and 80 out 
of 100 will live at age 35) he has paid 
$1.83 more each year for his $1,000 than 
his neighbor who bought the regular 
endowment. So that the advantage is 
balanced by a corresponding disadvant- 
age which is just what one might expect 
when dealing with mathematics. 

The difficulty. which the committee 
had with this single question should 
warn its members of what would con- 
front them in the endeavor to construct 
a standard policy which would be cam- 
paratively free from contradictions and 
inconsistencies. 

Numerous references were made _ to 
the standard fire policy. The analogy 
is not a good one. The fire business is 
done almost wholly by stock companies 
which may make different rates in differ- 
ent localities to meet special conditions. 


Fire companies maycancel. A differen set 
of questions arise in settlement of losses, 
and altogether the two classes of insurance 
have little or nothing in common. 

In the opinion of the writer, the mighti- 
est objection against standard policies 
is that the best policies would be taken 
out of the market. Obviously the leg- 
islature would not care to put any com- 
pany out of business; therefore it must enact 
only such a form that the poorest com- 


_pany could issue, which circumstance 


would at once reduce all others to the 
same level. In the matter of growth 
and progress all must move then at the 
pace of the slowest. 

The New York standard policy is de- 
cidedly inferior to the best contracts 
now to be had. Different companies 
have different traditions; they are work- 
ing with the same object in view; but 
in different ways. Unless the final word 
has been spoken regarding disputed mat- 
ters, it seems highly. presumptious to say 
that the legislature has sufficient wis- 
dom to draft a form properly applicable 
to all situations. 

It seems that what the advocates of . 
the standard policy really want is to 
protect the public from ambiguous and 
tricky policies. This end can be gained 
without paying the great price of stunting 
growth or abolishing the best contracts. 
The incorporation into the law of a 
schedule of minimum provisions for safety 
and equity would secure the desired 
result and at the same time permit free- 
dom of initiative to the companies. Prob- 
ably the legislature will do this very thing. 








STANDARD POLICIES FOR ACCIDENT COMPANIES. 


CONTRIBUTED TO THE JOURNAL OF INSURANCE ECONOMICS. 





Insurance Commissioner Cutting, in his 
report for 1906, calls attention to the fact that 
his department placed itself on record in favor 
of standard life policies in 1890, and states that 
it is even more necessary that there should be 
a standard policy for accident insurance. 

In support of his plea for a standard acci- 
dent policy he cites two instances where the 
insured became mislead; one in connection 
with an accident policy which is sold for a pre- 
mium of $1 per year and which necessarily 
limits its liability so that claims will come 
within that premium. The second illustration 
is that of the holder of an accident and health 





policy who allows his policy to lapse and two 
days later renews it, but finds that he will 
not be insured against sickness until thirty 
days shall have elapsed. 

The commissioner states that not all and 
indeed not the greater part of accident con- 
tracts are of such a character as to be proper 
subjects of criticism, but there are enough to 
suggest the need of a “remedy.” 





The accident insurance companies are doubt- 
less as desirous as any of having policies which 
will give satisfaction to the insured. They 
know very well that their policies are not ideal. 
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They must furnish the public with a policy 
which will be sufficiently attractive as to win 
favorable attention and yet must keep the 
premium down to the price which people will 
pay. There are a few people to whom the 
premium charged is of but little concern, but 
it is a very important matter to the average 
person who buys accident and health insurance. 

The premium that it would be necessary to 
charge for a policy without practically any re- 
strictions or limitations would prevent a very 
large number of people from having any pro. 
tection of the kind. The sale of such a policy 
would necessarily be confined to those who 
are in the most favorable circumstances. 

The fewer restrictions and limitations there 
are, the smaller the amount of benefit or the 
greater the premium. The more restrictions 
and limitations, the larger the benefits for such 
accidents and such illnesses as are covered 
by the smaller premium. The statements 
are elementary and apply to all forms of in- 
surance. 

It is more desirable to have a large number 
of people partially protected from accidents 
and sickness than to have a very limited num- 
ber wholly protected. 


It is not an easy problem to know just how 
far the state may safely go in telling the acci- 
dent insurance companies what they can sell 
and telling the people what they can buy. 
Competition between the companies, and the 
fact that no company can succeed very long 
without giving its policvholders a ‘“‘square 
deal’”’ may confidently be relied upon to secure 
the best conditions. 

There is a vast difference between fire in- 
surance health 
and while a standard fire policy is undoubtedly 


and accident and insurance, 
practicable and very desirable, the same cannot 
health 


fire 


accident and 
the 


insurance policy now in use is not understood 


be said of a standard 


insurance policy. Even standard 
by all who have such policies, and it is doubtless 
a fact that there is a large percentage of holders 
of fire insurance policies who are in dense ignor- 
ance as to the working of the 80 per cent. co- 
insurance clause. 

The writer knows of a case where some of 
our [H{[2brew citizens were insured in an acci- 
dent insurance company with the expectation 
that they would be reimbursed for loss of 
property in case of fire. The agent told them 
that any fire that was not intentionally sect 
would be an accident, such as, for instance, 
the tipning over of a lighted lamp, or dropping 
hot coals on the floor, and that the company 


would pay. Would a standard accident policy 
have helped out in this case? 


The state should do all that it can to prevent 
its citizens from being misled. It is doing this 
when it requires that oleomargarine shall be 


advertised as such and not advertised and sold 
as butter. But on the other hand it does not 
prohibit its citizens from buying oleomargarine. 

The commissioner makes some amusing 
illustrations 1s to what could be covered under 
the name of “accident” policy, such as, for 
instance, “‘a company could agree to pay in- 
demnity in case the insured should suffer 
bodily injury from the tipping over of Bunker 
Hill monument at noon on Christmas Day.” 
Well, what of it? If any one wanted a policy 
of that kind and was willing to pay for it, why 
not let him spend his money in that manner? 

Would the commissioner consider that a 
man had been deceived if he had secured an 
accident policy thinking that he would be in- 
demnified if he accidently lost his watch or his 
pocketbook or his train? In one sense of the 
word, anything that is not intentional might 
be considered accidental. 

Would a standard accident policy be ex- 
amined and read and understood by the insured 
any more frequently than policies now being 
issued, and would a standard accident policy 
prevent a dishonest agent from misrepresenting 
it or prevent an honest agent from being mis- 
understood ? 

Would not the adoption of a standard acci- 
dent policy tend to prevent the introduction 
of new ideas and new features, such as are fre- 
quently being added to policies to increase their 
attractiveness ? 

There are many reasons why accident un- 
derwriters would welcome a standard policy; 
it would reduce competition and the expense 
thereto, and it might add to the confidence 
of the public, but unless the drawing up of the 
policv form was left to a committee to be selected 
by the companies, thereby guaranteeing techni- 
cal knowledge and the construction of a policy 
that could be sold and unless the policy was 
open to frequent revision and changes in order 
to keep abreast of new conditions and greater 
experience, a standard accident policy would 
be a serious handicap to the business. 

Mr. Commissioner: Do not let the murmur 
of a few dissatisfied claimants, whose dissat- 
isfaction is due to théir own ignorance, out- 
weich the contentment of many thousands of 
satisfied claimants who are expressing their 
appreciation of the policies being issued by all 
reputable companies by keeping their policies 
in force. 

When the public does not need to be solicited 
to nrotect its income from loss on account of 
accident and sickness; when it anvreciates the 
fact that its members are more liable to acci- 
dent and sickness than its pronerty is to burn; 
when it cannot rest comfortablv unless its ac- 
cident and health policy is in force; when the 
business is done over the counter, then, and 
not until then Mr. Commissioner, let the com- 
panies continue to work out their problems as 
thev are doing, and have been doing satisfac- 
torily for many years past. 























What Is the Use... 


of saying ‘‘ the best company ” 
or ‘‘ the strongest company ” 
or ‘‘ the largest company ’’ ? 


They are all these things. 
We say simply 


The Penn Mutual 
Life Insurance Company 


OF PHILADELPHIA. 
ORGANIZED 1847. 


That Tells the Whole Story. 


UNEXCELLED IN 








Favorable [lortality 


-» AND.. 


Economy of Management. 


The Provident Life 
end Trust Company 
OF PHILADELPHIA. 


Rates of Premium Extremely Low 


and still further reduced by 
Annual Dividends. 





Incorporated Under the Laws of Massachusetts. 


The Columbian 
National Life Insurance 


Company 
.---«-BOSTON, MASS. 
PERCY AMUN. Povatiiane. 


FRANKLIN W. GANSE, 
Vice-President and Director of Agencies. 


WILLIAM H. BROWN, Secretary. 








FRICTION 


IN LIFE INSURANCE 





THE FINAL TEST OF SKILL AND 
ECONOMY OF MANAGEMENT 





ONLY A FEW LEFT 


Published by 


THE JOURNAL OF INSURANCE ECONOMICS 
159 Devonshire Street, Boston. Mass. 

















1860 th Year 1906 


HOME LIFE 


Insurance Company of New York. 
GEORGE E. IDE, President. 


Assets, $17,886,594.88 Liabilities, $16,457,194.41 

(Including Dividend-Endowment t und) 
Dividend-Endowment Fund, (Deferred Dividends) $1,453,907.00 
Contingent Fund - 7 - - . 225,000.00 
Net Surplus - - - - + 1,204,400.47 
Insurance in Force - - + . * 79,775,340.00 


The Home Life supplied one of the marvels of the present inves- 
tigation—an insnrance company without any obvious scandals. 
N. Y. Tribune, 12-12-05. 

Mr. Hughes’ inquisition was not less searching than before, but 
the officers of the Some Life Insurance Company apparently sur- 
vived it unscathed, N. Y. Herald, 12-12-05. 


Detail Statement furnished upon request. 





The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES. President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
auity Policy. Good Agency contracts to the right men 

FRANCIS MARSH, 
Manager for Eastern Massachusetts, 

John Hancock Bldg. - 178 Devonshire St. 





“The Leading Fire Insurance Company of America" 


Wit. B. CLARF , Piesident. 





THE METROPOLITAN 
LIFE INSURANCE CoO. 


(lucorporated by the State of New York) 
“The Leading Industrial Insurance Company in America.’ 


Pays over 395 Death Claims Daily. 
Insuranee in foree of over $1,596,509,769 


Permanent, Profitabie, and Progressive Employment. 


AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com- 

lete knowledge of the details of the business by 

iligent studyand practical experience, can, by dem- 
onstrating his capacity, establish his claim to the 
highest position in the field. It is within his certain 
reach The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City 





























YOUNG MEN—MAKE MONEY 


There are opportunities 
to represent a big, sound 
up-to-date Life Insur- 
ance Company in a prof- 
itable manner. 
Prudential representa- 
tivesmakemoney. They 
have most varied forms 
of policies and advan- 
tageous contracts with 
liberal commissions. 
The attention of young 
men, particularly young 
men starting in business 
is especially sought. 
Write for full informa- 
tion regarding these un- 
usual opportunities. 


THE PRUDENTIAL 


INSURANCE COMPANY OF AMERICA. 


Incorporated as a Stock Company by the State of New Jersey. 


JOHN F. DRYDEN, Home Office, 
President. Newark, N. J. 


TATE Mutuat Life 


aU PERRET 
...Assurance Company 


Worcester, Mass. 


INCORPORATED 1844. 
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Financial Statement, Jan. 1, 1905. 


» $25,457,929.45 
Liabilities 22,905,552.00 


SURPLUS. $2,552,377.45 


A. G. BULLOCK, President. 
H. M. WITTER, Secretary. 
BURTON H. WRIGHT, Supt. of Agencies. 


he LIFE, ENDOWMENT 
and ANNUITY POLICY 


IssuED ONLY ey THe 
PHOENIX MUTUAL LIFE INS. CO. 


OF HARTFORD, CONN. 


Is the Best for the Insurer to Buy or Agents to Sell. 
Covers every contingency of life. Particulars on appli- 
cation at Home Office. 


AGENTS IN ALL CITIES. 


National Life 


Insurance Company 

OF MONTPELIER, VERMONT. 
Established in 1850. Operating in 44 States. 
Janus T Paeues, VieesPrest,” A.B, Bisuer, Med. Director. 


JAMES B. EsTkE, 2d Vice-Prest. CC. E. MOULTON, Actuary. 
OSMAN D. CLARK, Secretary. ¥. A. HOWLAND, Counsel. 


Assets... 














This Company held January I, 1906, and gained 
during the past decade: 
$34,519,093.04 Gain, 184% 
3,821,752.51 Gain, 165% 
145,480,904.00, Gain, 109% 


ASSETS, 
SURPLUS, 
INSURANCE, 





Sells the Best and Most Modern in Life; 
Term, Endowment and Annuity In- 
surance. 5 o. Ehp » ‘é , ° 











JAMES T. PHELPS & CO., State Agents, 
159 Devonshire St.,. BOSTON, MASS, 





nal aims of the UNION 3: 
MUTUAL manage- & 
ment are—to be con- 
servative inthe 


CONSERVATIVE 
PROGRESSIVE 
FAITHFUL choice ofinvestments 
—to be progressive in 
the prosecution of the business—to be faith- 
ful to the interests of policyholders. § 
Agents of like inclination cordially welcomed 3%; 


Union Mutual Life Insurance 


Company 
PORTLAND, MAINE. 
FRED E. RICHARDS, President. 
ARTHUR L. BATES, Vice-President. 
For Territory address either EDSON D. SCOFIELD, $2 
Superintendent, 180 Broadway, New York City, THORN- 32 
TON CHASE, Superintendent, 84 Adams Street, Chicago, He 
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FIRST MUTUAL 





Chartered in America. 


NEW ENGLAND MUTUAL 


LIFE INSURANCE COMPANY, 
BOSTON, MASS. 


Operates on a full 3 |-2 per cent. Reserve 
under Massachusetts Law, and offers 
the very best possible security, with 

a safe, equitabl3 contract. 


FINANCIAL STATEMENT. 
Assets, Jan. 1,1906, $40,702,691.55 
Liabilities, - 36,600,270.95 





Surplus, 


$ 4,102,420.60 


BENJ. F. STEVENS, President. 
ALFRED D. FOSTER, Vice-President 
D. F. APPEL, Secretary. 
WM. B. TURNER, Asst. Sec’y. 


BERKSHIRE 
LIFE INSURANCE CO. 


OF PITTSFIELD, MASS. 
JAMES W. HULL, President. 
wv. M. LEE, Actuary. 
THEO. M. ALLEN, Secretary. 
Rop’t H. DAVENPORT, Ass’t. Sec’y. 





This Company, with its more than fifty years of 
successful and honorable practice, its solid finan- 
cial condition, its fair and liberal policies, all sub- 
ject to the Non-Forfeiture Law of Massachusetts, 
commends itself both to policy-holder and agent. 





For circulars and rates address 


EASTERN MASSACHUSETTS AGENCY, 


79 Milk Street, Boston, Mass. 
DYER & FOSS, Managers. 























